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LEGISLATURE OF ONTARIO 


SELECT COMMITTEE - HYDRO HEADQUARTERS. 


The committee met at 2.45 o'clock p.m., in the 
members’ board room. 

Mr. Chairman: ELadies and Gentlemen, I call the 
meeting to order, and in doing so I apologize for the fact that 
we are behind time but I think we have had a very useful and 
helpful morning, and so I think the time of the committee has 
been well spent. Mr. Genest. We 

Mr. Genest: Mr. Chairman, at the first opportunity, 

I would like to say something to the committee about the remark 
of mine which @ escaped me in anger yesterday in the course of 
Mr. Dow's evidence. I was exercised about the repetition by 

the witness of what I considered to be hearsay evidence, not 
helpful in any way to the deliberations of the committee and 

I am ax afraid, Mr. Chairman, that I lost my temper, and I 

used the word "McCarthyism". I don't withdraw from the position 
I took weg was not necessary to bring that evidence out, but 

{ very much regret the use of the term which, in the coolness of 
after the event, I realized was uncalled for. I wish to apologize 
to the committee and to it's eounsel because I recognize that 

the Gages committee and its counsel was trying to do what, 
according to their lights, is a proper job and that term, I think, 
was inappropriate and uncalled for. I wish to withdraw it and 
apolopize to the committee for its use. 

Mr. Walker: I thought that referred to Mr. Finlayson's 
firm. 

Mr. Chairman: Thank you, Mr. Genest, your apology is 
accepted. TY am so used to some of these remarks now that it 
didn't leave the impression on me that it may have left on some 
of the others but I appreciate the fullness of your apohogy, and 
thank you for it sir. Mr. Shibley. 
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Mr. Shibley: Mr. McCallum, please. 


Mr. Henderson: I thought you were aie Pe te ee eee 


Mr. McCallum: No, he's fixing his socks, and when he 





rets those socks fixed I am sure he is going to swear me. 

Mr. Chairman: Mr. McCallum, welcome. I'm sorry, 

I didn't see you standing there and I was fixing my soeks, you are 
quite right. I think we should alla pull up our soeks occasionally. 

JAMES F. MeCALLUM, Sworn. 

Mr. Shibley: Mr. McCallum, what is your occupation? 

Mr. McCallum: I am a lawyer. 

Mr. Shibley: And with what firm aregou associated? 

Mr. McCalium: Harries, Houser, @ Brown and McCallum. 

Mr. Shibley: Is Elmer Houser one of your partners? 

Mr. MeCalium: Yes, he is. 

Mr. Shibley: And did you and he have to do with the 
documentation of the ageeements Titer ae Canada Square and 
Ontaio Hydro referable to the head office building? 

Mr. McCallum: Yes, we did. I think that in the 
actual drafting and the discussions with the lawyers for Canada 
Square, he had much more to do with it than I did, but I 
eertainly assume ultimate responsibility for the documents 
that were sent to Hydro for their signature. 

Mr. Shibley: Now, I know that you are on short notice 
of the intention to eall you today. I would like you to assist 
this committee, first, by taking the contract documents 
themselves that are exnibit 2 in these proceedings, and giving 


the committee the benefit of the summary outline of the basic 


# terms of the agreement and their import. 
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<JThank you, Mr. Shibley, I'11 do that jor try to do it. 
Before I start, I would like to make reference to something 
that most of youg will have seen in the newspapers which is 
that in Vancouver just this week the Canadian Bar Association 
have apparently decided that they won't require lawyers to 
requalify themselves regularly and in my attempt to explain 
these documents I'm really not going to try and requalify 
as a lawyer. All I want to do is to explain in as simple 
terms as I can what I think the documents mean. And I hope 
that I wili be really of most assistance to those of gigs you who 
are not lawyers and that with those of mix you who are lawyers 
I hope that we won't have any arguments over the law so much 
certainly today. 
If there are points that I say a thing means 
we may have an opportunity to discuss it between now and when 
I next return to the witness stand, where I am todgy. 
I've referred to the fact that Mr. Houser did most 
of the drafting in fact. He is my partner and that was the 
role that he agreed to assume in these proceedings when first 
we were retained by Hydro. And because he did the actual 
drafting and I am going to try and say what was in his mind 
and what was intended by the documents it’s somewhat difficult 
for me expecially since I haven't had an opportunity to talk 
to him about it. He, fortunate man, is away on holidays again. 
I made a fatal mistake yesterday. I went up to Mr. 
Shibley after we had finished with Mr. Meog and said, "Who's 
going to be next?” And he said after mentioning two or three 
names and quickly deciding in his own mind and out loud that 
he peuidn’t use them, looked me full in the face and said, 
"Jim, you'll have to be next. I'll have to call you." 

So, if not only my lack of knowledge shows this 
afternoon there may also be showing very clearly a lack of 


preparation and that will be why. 
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One of the things that I think, just one further 
thing - I might just touch on before we go into the documents 
themselves: I have the feeling after having been here 
throughout these proceedings that there is a fairly widespread 
misunderstanding of the terms of my retainer and maybe I 
could just state those fairly concisely now and Mr. Shibley 
may want to come back to them another time. 

Just so that there will be no doubt, maybe that 
isn't a bad place for me to just touch. 

Me. Shibley: I agree. 


—— 


Mr. MeCalium: I was not retained to make a 
better deal for Hydro. They had selected Canada Square and 

Mr. Moog before I was retained. I was not retained to contrast 
and compare the various proposals that were submitted to 

Hydro. That had been done before I was retained. What I was 
retained to do was to basically help mm Bill Raney, who is 
their senior counsel, put the deal that they wanted to go ahead 
with in writing. 

And that was a very basic deal. There were really 
no g big facts to get ahold of. It was simply that they were 
going to have a building built for them. They were going to 
pay $4.92 a foot for the space that they got and they were 
going to pay that over 30 years and at the end of that time 
with the twinkling of an eye they were going to own the 
building from that day on, free and clear of any encumbrance 
and free and ciear of Mr. Moog and his companigasg, 

And it was that basic deal that I a to reduce to 
writing. It was in an effort to put that in writing that we 
wnded up with that. That's pretty think and you would think 
that that looked very much like lawyers and I guess it does , 
but that thick book of documents was really just to put that 
simple basic deal in writing And in the course of that deal 
or at least in the course BE iy work, Mrs-Sis 
ne. first.hadsvesested tras. 
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to me first, had suggested that I have a look at it also with 

a view to seeing what was in it for Moog. I really think tkose 
were his words “what was in it for Moog", and I did have a look 
at it from the point of view of what was in it for Moog and I 
made some recommendations on the conclusions I reached, to Hydro, 
which I am sure will be developed in the course of my evidence. 

Now having said that, Mr. Shibley, I suppose, unless 
you want me to, I don't need to go any further at this moment 
into what I was retained to do and maybe I can just go off on 
to this but I am in your hands, whatever I can do to help you. 

Mr . Shibley: Mr. MeCallum, I am glad you have indicated 
to the sommittee the situation of your giving @vidence this 
afternoon. What I suggest you do is discuss the contract 
itself. Later on we may come back to the topic that you are 
fringing upon; namely, the advice that you afforded to Hydro as 
to what was in this for Mr. Moog. As I say, I think we might 
compartmentalize your evidence in that Reeve at Utils you feel, 
as you are goi ‘ng through the documents, you want to make commeht 
as you go along. 

I think we might handle the other as a separate topic. 
The first thing is to give the committee some understanding of 
what these documents effect. 

Mr. Hea lun I think that your suggestion made to me 
yesterday, and rapenena now, sir, is the one that I will try and 
proceed on. If I depart from the ways a little bit, don't 
hesitate to get ahold of me and bring me back onto the track. 

Mr. Shibley: I am glad that we are dealing with this 
situation. I think the committee members may feel we are double 
talking and maybe to make it clear it is part of the material in 
Mr. MeCallum's file. There are HOES, SOE I am not going to 


reference at this time respecting observations he made gand 
} 
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comments he made as to the substance of the transaction itself, 
the terms, whether they were beneficial - the negotiating points, 
if I may describe them broadly as such — and we will come back 
to that later on, if you agbee, Mr. McCallum? 

Mr. MeCallum: Yes, Ido. In fact I think it probably 
comes back better later on. I want to ask you at that time - 
perhaps I should mention it now to you - that you have regard 
for the fact of my unusual status here. I ama lawyer whose 
client has waived their privilege and who is therefore going to 
be faced with memoranda which I put on that file with no 
intention in my mind of it ever being seen by the eliant, let 
alone teing seen by you and the members of this committee, let 
alone being seen by every member of the press and the public. 

I don't relish that role and I am just plain diffident 
as a resuit, but I know that that is a part of the problem when 
a public bédy wants to make an absolutely clean breast of 
everything and, as you say, some of those memos are pretty candid. 

Mr. Shibley: Mr, Chairman, I might say that my first 
opportunity - and this isn't intended as anything but indicating 
timing - to start a review of this file was as of last evening; | ted, 
yie got the file yesterday. Some people may even have noticed that 
I was reading it on the bus this morning. So that I feel equally 
limited at the moment in a careful dealing. 

i think what Mr, MeCallum is suggesting is that he 
spend his time this afternoon explaining the contract and it 
may necessary to break then and leave to another day dealing with 
this other material, isn" that so? 


ghak Mr. MeCalium: That's right, sir. 








Wr. Shibley: Yes, okay. 


mere ne cee oe 








Mr. McCalium: Well all right. If at times I souna 


eae eee oe, 








aera 


as if I am droning like a school teacher or whatever, please 


forgive me. It is necessary for you to get some idea of the 
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background. Let's start with what we were faced with to see 
if we can put the deal in perspective. 
The land was owned by Hydro and it was registered in 

Hydro's name. They had had it rezoned, presumably for their 
new head office building, some years previously. 

Now Hydro embarked on a scheme whereby they wanted 
Canada Square to take title to their lands, build a new building 
on that land gv fhat new building and the land would then be 
registered as it were in Canada Square's name. Hydro wanted to 


vent from Canada Square the 
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the land Age and the building, except for some commercial space we 


will refer to, for 30 years, and they wanted a fixed rent over those 
# 30 years, no matter what, no matter how much it cost that man to 
borrow the financing, no matter what inflation was, no matter what 
it cost him to build beyond a fixed price. They wanted a firm 

rent for 30 years. And you will see during the course of these 
proceedings that that weighed very heavily in their mind,and I must 
say in mine, because it is in sharp contrast to the type of rents 


that they had then experienced, and the fact that normally a lease 


the dollar isn't wobth as much". So that the deal Hydro wanted was 
a firm deal for 30 years. 

Mr. Renwick: Mr. Chairman, could I just to set aside one 
question and get it out of the way now, if it is possible and if it | 
isn't just say so and we can defer it. The question of the US dollar 
exchange risk. I took it - it seems to me if we are going to be 
taiking about a fixed deal and a firm ae was the SMazaAk 


fiuctuation factor that was still out there. I took it from an inter-| 


jection by Mr. Genest some days ago now, that in fact, Syme in the 





way in which Hydro operates, and I don't know the source of their 
exchange of why they keep it in the US, that in fact Hydro's 


position is that that was not an exchange risk;that they could in fact. 


at all times meet their commitment in US dollars in the normal course 
from US dollars reserves of the Ontario Hydro.Electric Power system. 


ir. Genest: That is correct, Mr Renwick. We have; Hydro has 








heavy, from power sales for instance obtains US dollars, borrows in 


the US for its US requirements. It has coal contracts in the US for 





REx sary x the supply of coal. And my instructions are that it has at 
all times considerable reserves of US dollars, and that it proposes tol 
pay any rent, to take care of any rental payments under this agreement 
out of its stocks of US dollars. So it will not be in a position of 


having to go and take Canadian dollars and exchange them. 


3:00 - 3:05 pm 
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Mr. Renwick: So I take it that the source of those US ° 
doliars are US dollar revenue.ppoducing operations? 

Mr. Genestt:And US borrowings. 

Mr. Renwick: And US mam borrowings. So that we are not ini. 
Subject to whoever has to say so can we now categorically set it 
aside that there is, so far as Hydro is concerned, that exchange 
risk does not exist with respect tog@ this? 

Mr, Genest: It is not a factor. 


Mr. Renwick: It is not a factor? 





Mr. Genest: That is correct. 


Me, MeMalium: It is a mamseemss 





minimal. They would say, I 








On A SE 


=> 


think M4 1Kin Nastich, T am not mamaydemae 





trying to correct here in any 
way, I think Milan will say that there obviously is a risk, because 
you can't look 30 years into the future. But under their operation 


he doesn't foresee it as being any real risk to Hydro at all. 


es, 


i 
Mr. Renwick: Well I won't even put; I wan’t to even eliminate 


ee 


ae We do have to make an assumption because of 30 years. But I 
take it that on the basis of the operations of Hydro for the past 

30 years, that for the next 30 years, if that method of operation 
continues, they will generate, from the sales of power, from US 
borrowings, and from other items, actual revenue in US dollars which 


will be ge sufficient to pay the rental? 


Mr. Genest: That is my understanding. 


wr 


Me. McCallum: That is my understanding toc. 


rae WER 


Mr. Renwisk: Well then wnen Mr. Nastich comes he can f@ confim 


AN RR RENE EI 


that. 





Mr, McCallum: Mr. Nastich can confirm that. 





Sure ONE TE n mcr ee 


Mr, Renwick: But I think we can now set it eside for the 


PO nee Nae ay 


purpose of our discussion. 





EE I aan 


Mr. Allan: Mr. Chairman, I have been listening to these 





comer 


discussions. I think this is an oversimplification of the situation. 
Now I think there is a risk in paying Age this rental in US dollars. 

& There may be a benefit by paying it in US dollars. But I don't think 
you can say that because we are gge selling power to the United States 
and we are Basene for it in US dollars that might be worth ilo 


or $1.10 for each Canadian dollar that that doesn't mean anything. 
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Mr, Genest: It adde to our US dollar Acommitments 





Mr. genest: My understanding, and Mr. Nastich haw better 
confirm this, that subject to Mr. Nastich says, my understanding is 
that in the total victure, Mr. Allan 

Mee bVLanz Well you don't have 

JE<USASUC THR DAE 
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Mr. Allan: Well, you don't have to buy the dollars 
perhaps. 

Mr. Genest: That's right. 

Mr. Allan: But I think it's only — that's the only 


saving is the commission in buying or selling the dollars. 


Mr. MeCalilum: Mr. Allan is saying wigleex what I think 





saying, the very same thing. There is no question that Hydro, 
Mr. Renwick, considered this as a risk. In fact, it took two or 


three of them to come down and put their hands on my Seweemoad 





fevered 
brow because I think it would be accepted that throughout the piece, 
I didn't understand this and I had it in my mind that they were going 
to have to go out in the market each month and buy those American 
dollars‘ and I was raising lemma hang at the thought that that was 

a risk that they were alti «dit I couldn't understand why until 
toward the very end, they came down and explained to me the sort of 
thing that Mr. Allan is saying now and Mr. Genest have told you, 

and made it clear to me that risk on one side, possible benefit on 
the other side, it was their opinion, after they had given it full 
and subsequent consideration that it didn't represent a matter of 
moment in these proceedings and I don't think the sonclusionpyou 
are coming to is wrong. 

Mr. Renwick: That's all t ms wondered =~ I may have 
overstated it. I take it that the exchange risk that I am talking 
about is where you have to go and buy US dollars to meet a 
commitment and you are subject to a fluctuating exchange’ and I take 
it that in this instance Hydro generates US dollars and those US 
dollars on past history would be sufficient to meet those rental 
payments. I think that's what I am trying to say. 

Mr. MeCallum: I think theyjregard it and I think 
what Mr. Allan is getting at is Bora chine like a surge tank. ti 
it suits their present purposes to buy it yeney can buy it cheap 
they will buy it and not use what they have got. if Was dian't 


they would go the other way around and they would use the American 


H-1970-2 Aug. 29/73 
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(Mr. McCallum) 
dollars if they were very expensive at that time -- 

Mr. Allan: I think this -- 

Mr. MeCallum: That is how they intend to reduce that 
risk. 

Mr. Allan: I think this could be cleared up perhaps 
more Satisfactorily wm when Mr. Nastich etme, c0 2 th nane 

Mr. McCallum: Sure, sure. Well, in any event, I 
was explaining to you that they wanted a 30-year fixed rent and they 
wanted most of all at the end of that 30 years to be the owner of 
that building and those lands, free and clear of any claim by 
anybody elise, and that played a large part in their thinking, and 
in asic mine because they had intended and this is what happened to 
take that land that they erin lease it over to Canada Square for 
$1.00 a year and that's what started it. 

Hydro made an agreement then, and that explains the 
agreement you have got here, Hydro made an agreement with Canada 
Square under which Canada Square must erect a new building according 
to detailed plans and specifications, all of which must be approved 
by Hydro and then the parties further agreeg to enter into a series 
of leases which I Suppose we can describe in this way. 

We have at this point in time Canada Square in possession 
of the land under a ground lease. Canada Square have completed 
Hydro's new building. Thereupon, Canada Square leases the land and 
the building tc Hydro for an effective 30 years at a fixed rental 


over the whole of that term of not more than $3.35 a foot, except for 


the commercial area. This is the lease under which Hydro makes its 

neynen’ ont to Canada Square, the landlord, but directly to -- are 

you still calling it the x Company? -- to the xX Company who is the 
) 


first mortgageee, 
This is called the net lease and the money is owed, st pal 
that $3,35 eg, We will just g use that for a momentinsthat $3.35 is 
owed to Canada Square, It is part of the total payment of $4.84 
but under the arrangements we made, instead of paying that $3.35, under 


this net lease, to Canada Square, we pay it directly to the first 






H~1970-3 Aug. 30/73 
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(Mr. McCallum) 
mortgagee and we get a credit for whatever we pay, for the Seen 
and interest under that loan, against the total of $4.84, The 
balance has to be paid to Canada Square. 
This particular lease, called the net lease, has 
nothing in it about the obligations of Canada Square to provide 


janitor service, to provide maintenance, and those other amenities 


of life that a tenant wants when he is in wae building. I look 


at that lease as being merely a lease of space. Essentially what 


(H-1971 to follow) 
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Ce McCallum) 
4s happening at that point is that Hydro are saying, 


come what may, as long as we're in occupation of those 
premises and the building hasn't been destroyed, we're 
going to be prepared to pay that $3.35 a foot for that 
space. And that lease, for reasons that you'll see in a 
minute, is very important because it's not cluttered up 
with what the rest of the $4.84, the difference between 
the $3.35 and the $4.84, is really attributable to. Which 
is sem your janitors, your maintenance and the other frills. 
I find it convenient, and maybe you will then, to think of 
this net lease, $3.35 a foot lease, as being just for 
space. And you can understand how, under those 
circumstances, Mr. Bradshaw referred to it as a "come-hell- 
or-high-water" payment. Because what he was, I am sure, 
referring to is that, under the terms of this kind of a 
lease you've got your space, you're not supposed to get 
anything else, every other charge is supposed to be yours, 
and there's no reason in the world why you shouldn't pay 
your $3.35 a foot right throughout. No quarrels. What 
can you quarrel about, the space is yours. If you want to 
quarrel about the janitor? Quarrel under another lease. 
Hold back your rent under another lease. That document, 
called the net lease, was the document that, I think, 
provided the real motive power to enable Canada Square 
to borrow $45 million for 30 years at eight per cent. 

Mr, Shibley: May wm I interrupt you, Mr. 
McCallum? Isn't $3.35 the --- 

Mr, McCallum: No. I'm just using that as a 
figure which is in the papers. 

| Mr. Shibley: Well, whatever is the amount 

under that net lease, is precisely the amount which is 


the 
required to make/amortized payments which would retire a 


ee 30/73 
: = 3 21 z 
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(Mr. Shibley) 
loan of $45 million over 30 years at eight per cent? 

Mr. McCallum: That's right, sir. 

Mr. Shibley: So that, when you say it's a 
"hell-or-high-water"” lease, you pay that for space 
regardless of any collateral circumstance evolving. The 
amount was fixed by relating to the cost of the moneys 
to be borrowed. It wasn't a figure that related to the 
building as such, and neither was it a eee air. 
It was a figure required to make the amortized payments. 

Mr. McCallum: Yes. The whole object of the 
exercise was to have a payment under this net lease which 
would pay off for certain, absolutely guaranteed to Hydro 
that they, out of their own pocket and directly to the 
first mortgagee, would pay off that first mortgage debt 
that was going to be created by Canada Square. Because 
at the end of that time the whole structure of leases as 
an oversimpiification just collapses and Hydro becomes the 
full and absolute owner of the land and the building that 
had been erected on it. 

Mr. Shibley: Now, again, I would just assist 
you and the committee and make it clear, in other words, 
the agreements and their overall result, permit Hydro - 
in fact, you have the right and Canada Square is subject 
to the obligation to permit you to make your payments direct 
to the lending institution, under that net lease. To make 
the moneys payable direct to the lending institution and 
thereby avoid any possibility of default under the mortgage. 

_ Mr. McCallum: That's right. 
Mr. Shibley: And those are the payments, 


incidentally, that are being made in U.S. funds. 





Mr. MeCallum: That's right. 


Aug. 30/73 
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Mr. Shibley: And it's only that amount which 
is payable in U.S. 
Mr, McCallum: That's correct, Mr. Shibley. 





Mr. Shibley: Because it's only the amount 
which is borrowed, respecting which there would be any 
exchange problem. 

Me. McCallum: That's right. The rest of us 
live in Canada, we build with Canadian dollars and we pay 
back and pay rent in Canadian dollars. 

Mr. Shibley: We have our maintenance and 
so forth are all paid in Canadian dollars. 

Mr. MeCalium: That's right. 

Mr. Shibley: I hope I am not duly interrupting 
you, but while you were at that point I was trying to make 
it clear to the committee. Carry on. 


Mr. MeCallum: Well now, it may be a little 





mystifying yet, but I hope I can clear it up as we move 
along. Let me just take you back now, till I try and 
explain to you what we really set out to do in the 
beginning. You see, when we had the first deal brought 

into us, what we were trying to do was to have Canada Square 
build a building, lease it to us for 30 years at $4.92 a foot, 
and at the end of that time we would own the building. 

Well, you don't need all these documents to do just that, 

if that's all you want. All you needed to do was to take 
the land, which was Hydro's, lease it over to Canada Square, 
get Canada Square to put up the building and lease the 

space back to us at $4.92 a foot, which would give us not 
only our space, but our maintenance and our janitors. So, 


we could have done it with a building agreement and a 
building lease. The trouble wa Seatbelt Oi Gen Get Out to 
dO stb —-and—bectbetenbten ERE... 6 6s 
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oor tine ee. The trouble was that's how we set out 
to do it and it was in the course of that didcussion of 
providing just that many documents that we ran into an 
impasse. What happened was, as I recall, we had an argument 
about where and in what priority Canada Square were going to 
be able to register their mortgage. Hydro took the position 
that we didn't want Canada Square to be able to register 
that mortgage ahead of our lease. Just on a simple basic 
proposition that we didn't want anybody ahead of our right 
to the property which we got under the lease femelle: 77. 
$4.84 lease ... 

Mr. Gaunt; At the end of the 30 year period. 

Mr, MeCallum: Or during the time if they failed 
to make some paymenee7ae- ba ES saying :"I'm 
ahead of you, I'll foreclose you out"; and there would be 
Hydro standing on the end of a limb. On the other hand, 
that was our neeeher eth We said, "No, no, we want that lease 
to come ahead of your mortgage". 

Well, Mr. Bradshaw and his team said:"No, we want 
that mortgage to come ahead of the lease because ..." x not 
only that but that's when he started talking about a high 
credit lease. He wanted that combined lease for space and 
services to be what's called "a high credit lease" and we 
talked about the complicated way in which it could be done and 
which we could achieve what would be for his purposes a "high 
credit lease". 

But we were really basically at an impasse over 
where the lease and the mortgage were going to be registered. 
In - I'm just trying to recall this - In the course of that 
argument we said, on behalf of Hydro, "Well, you know from 
our point of view, we are not unsympathetic to your position 
because the better the position that you can place that lease, 
and the better you make that lease, the cheaper you can borrow 


your money and the cheaper you can borrow your money the better 
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it is for Hydro. Because we looked at teas buying a building 
over 30 years and we don't want your paying a lot of money - 
the best security we can give you is very much in our interest 
to give you." 

So there were two teams of lawyers at loggerheads , 
but really both trying to arrive at the same result of giving 
them the best security they could get. It was at that time, 
as I recall, in the course of a conversation that Elmer Houser 
Suggested well maybe we can do it this way and this way is 

le 


yin what we calla 





the way we've done it with wha 
net lease and then almost a cancelling lease called a %233mke— 
wake" leaseback" andyio and behold the building lease. 
otal That's how it came about and knowing how it came 
about, maybe it will make some sense to you why we did it, 
because looking at the face of it, it, I'm sure, must appear, and 
even to you lawyers it must appear to be almost unnecessarily 
complicated when we could, as I'm sure you've already said 
to yourselves, we could have done it by simply leasing the 
land over to Canada Square and then taking back a building lease 
with respect to the building. 

Well, that's why we did it. Now, in that light, 


wm I can give you some more assistance. 





What then did we end up with? We ended up with 
what I have been describing to you, the net lease or Mr. 
Bradshaw called it "the hell-and-high-water lease", I call 
that a space iease. It was -— for sure we have to pay it and 
we are just getting space. At that point what had happened 


was: Canada Square had leased space to Hydro. They hadn't 





made any arrangements to charge us for services 
what they wanted to do. So we thought, well now what we'll do 
is we'll in effect make a cancelling lease. We'll have the 
net lease which leases the space to Hydro. We'll then turn 
around and we'll ~ Hydro will lease the whole thing back to 


Canada Square on almost the same terms, 
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- I'll be more detailed about this in a minute. 
6n almost tm exactly the same terms,which will just effectively 
have the result of cancelling out that lease. It can be used 
for financing purposes)but it will just make a wabh of it 
almost. Now, lo and behold, we've got the whole thing back 
in Canada Square's hands, land, buildings, the whole bundle. 
Now we'll have a building lease out to Hydro under which we'll 
give them the space, we'll give them the Summa janitors, we'll 
give them the maintenance, we'll give them all the things 
that they wanted, and that's the one we'll charge them ‘the 
$4.92 for; or what has now become $4.84, as we'll talk about 
the arithmetic later on. 

So, that meant you had the following documents at 


that point: 
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a cancelling lease, and then you had the big lease called the 
building lease, under which everything was taken care of. That's 
why you Mex are looking at so many documents. 

Just before I go on, let me see if I ean state it 


clearly and see if I have everybody with me because T think the 
and the 


deal then becomes very easy to understand fe terms of the 


You 
had a ground lease, you had a net lease, you had a lease-back or 
documents become very easy to understand if you have this basic 


framework. 
The land went to Canada Square under the ground lease. 
Canada Square builds an agreement on its land, at this point, 


builds a building under an agreement. At that point , Canada Square 


building to Hydro under the net lease. Then, they lease it back. 





have got the land and the building. They now rent the space in that 
Hydro leases it back te Canada Square, that is your lease-back. That 
is a sort of a rub-out lease to get everything into position so that 
you can now take the building and the land and the space and the | 
services, and lease it ali out to Hydro at $4.84 a foot, or $4.02 a foot, 
Now, that is what has been done, and I don't want to go on for a moment, 
althoujtT think it will become much clearer to you as we go through the | 
documents. It may just be, though, Mr. Chairman, at this point, if | 
I stop for a minute, we can get some questions cleared up and it will | 


Rak help. 


Mr. Shibley: Yes, at what point in the sequence was 





registration to take effect, of the financing? | 

Mr. MeCalium: You will get each and every one of those | 
right out of this agreement, sir, and if you will just hold that question 
we will tie it all up in a ee for you right under the terms of the 





agreement. 


Mr. Shibley: Ali right. Incidentally, and I don't -3ua 





want to throw you off stride, but we did ask for a chronology to be 
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(Mr. Shibley) 
prepared on the common effort of Canada Square and yourself, as 
to the dates of execution and delivery of these documents. 
Has that g@ been prepared as yet? 
Mr. MeCalium : No, it hasn't and -- Mr. Bradshaw is 
here today. I don't know whether we told you what our problem 
was but -- I don't i know if I have his letter here but let me tell 
you, if I go wrong, he will jump up and tell me I'm wrong. 
When you asked Mr. Bradshaw to get it ready along with 
me, he went back to his office that night - if you remember he was 
leaving for his holidays - he obviously worked at it, he went through 
all his files trying to find out if he could come up with a fair ii 
Dest he aiken those documents were executed by Canada Square. . 
: He wasn't able to do that and he wrote me, and I think he may have 
sent a copy of that letter g to you. 


Mr. Shibley: Yes, I have it. It is dated August 2nd. 





Mr. McCallum: Right. Now, ghek similarly with me, that 
| when I got the documents which had been executed by Canada @ Square, 
I made no record of the date. I took them up to Hydro and when 
they got around to putting their John Henry o_n it after that, I don't 
know. I have no knowledge other than the @ information that is 
| contained in Mr. Easson's affidavit, which he gave you as to the 
date upon which Hydro put their signatures and their seals, sir. 

Mr, Shibley: Well, Mr. MeCallum don't commit to that 
mmex position as yet, because, just ong a quick scan of your own 
| notes and documents, there may be assistance to you as to fixing 
| those dates . I think it is fairly important to attempt a precise 
| chronology because it is in the minds of, I know, some committee 
members as to whether the commitment for funds from the X Company, 
Was tmmimade as at the time of the execution and delivery of these 
documents. In other words, what was the sequence, and it is for 
| that reason tha there is particular interest as to when - you see, 
| November 1, 1972 is a suggested date. It appears that some of the 


documents may have been dealt with then and some later. As you know, 
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(Mr. Shibley) 
there are two documents referable to the commitment, one in 
November and one in December, so we are interested in that 
chronology to ascertain whéher Canads Square contemporaneously 
with formalizing its agreement with Hydro, was obtaining its 
commitment for funds, or whether there was any period at all 
when it was at risk as to that @ commitment. Do you follow me? 

Mr. McCallum: Yes I do. 

Mr, Shibley: And I say that, not only for your 
information but for Mr. Bradshaw who I see is with us, and I 
ask you to go back at your <dtamms $0 give us that chronology. 

Mr, MeCallum: Well, I certainly will. Let me see if 
we can elicit a little more help from you, though. Have you fot 


that affidavit of Mr. Easson's in front of you? 
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Mr Shibley: It is an exhibit ------- 


Mr. MeCallum: Exhibit 107, sir. 

Mr. Shibley: Yes, 

MR. McCallum: Now if you could get that in front of 
you and tell me in what wag that affidavit fails to help you 
on your pgeoblem as to the execution of Hydro, {I have got, don't 
you see, to go back to them and say ------~-- 

Mr. Shibley: No, I am not thinking so much of Hydro 
as I am Canada Square, frankly. I realized that Mr. Easson's 
affidavit covered the execution by Hydro but even as for that, 

I might tell you, your file seems to indicate that at some point 
a date had to be settled on for documenta tion. That's the 
feeling I get but as I say it was a very quick scan and if you 
asked me tc put my finger on it right now -~------ 

Mr. McCallum: I don't think you are that wrong. z 
think - Jim will maybe tell you ~- was it the 18th of October that 
we were trying to fix all the documentgdates at and I just don't 
think we succeeded. 

Mr. Shib ley: No, it was Rafter November 1.kgmamuse There's 
end memorandum amt in your file so that that is why I asked you 
not to be too firm on that till you have looked at it with me. 

Mr. MeCallum: I am not firm. I will go back and look. 

Mr, Shibley: But I am still anxious, as I think the 
committee is, because the offering to X company was made I 
believe on November 8th and was subject thereafter only to the 
approval of the finance committee which came through in December 
of 72, and because of the proximity of time to the date of 
execution and delivery of these documents, it could well be that 
the commitment was more or less contemporaneous, and I think we 


are interested in knowing whether it was. 


August 30, 1973 
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Mr. MeCallum: Okay. I will go away from this in a 
moment but in a qukck look at the affidavit of Mr. Easson, the 
only documents - he signed something on the 17th of November, 
but some were signed on the lst of November, it seems tod me, 
and I suppose that with respect to those not signed by the 
Commission on the ist of November, we no longer care about 
when they were signed by Canada Square. It would reall y be 
those documents signed by Canada Square after the ist of November, 
wich in turn would have to be those documents executed by Hydro 
after the ist of November and presumably up to the 17th, that 
we age really looking at? 
Mr. Shibley: Oh yes I have —- I might tell you there 
is a memorandum in your file dated November 8, 1972, from Hydro 
to yourself. I am sorry, it is from Mr. Easson of Hydro: 

"I discussed the question you raised yesterday afternoon 
concerning the dates which appear on the agreement between the 
Commission and Canada Square Corporation Limited, and the three 
letter agreements which clarify or amend that agreement. 

"I believe two of the latter are dated October 18, 
although I have only one, and the third is dated October 30th. 
We are both of the opinion that the best way to approach this 
matter is via the Commission minute recording proc_eedings taken 
at the meeting of November 1, 1972. This ean be accomplished by 
using some such wordi ng as "' - and then it gives the proposed 
wording for the minute. 

"The minute then would conclude with authorization 
for the Commission to executie the four documents as submitted. 
What we are really attempting to do here is clarify the actual 
date of execution by the Commission. This date is referred to 
in clauses 2, 3, 16, 35 and 40 of the main agreement, all of ; 


which contain some guch provision as "within blank days after the 


Paty, ee Fe 
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execution of this agreement. If the above procedure is adopted 

in the commission minute, it will clearly establish that the 
earliest possible date of the execution by both parties would be 
November 1, 1972. If, in addition to the above approach, you were 
to swear an affidavit while the matter is fresh in your mind 

as some lawyers say, the date would be even more clearly established 


for further use in the unlikely event that some controversy might 


arise as to that exact date," Now, that's from Miss West, I 
think -- 

Mr, Mefau McCallum: Yes, it is. 

Mr. Shibley: The senior solicitor in Mr, -- 


It appears, therefore, that notwithstanding Mr. Easson's 
affidavit this memorandum of November 8th, 1972, would suggest a 


pre-dating of the documents, in part at least. 







There was no ulterior motive here. 
There had to be a date pegged but me as at November 8th, 1972, 
which is a significant date I might say as to the commitment 
documents for funding, there was still some exercise then as to 
what date g should be given the documents, so that's why I asked 
you to be careful not to seize too quickly on Mr. Easson's 


afae affidavit. 





Mr, MeCalium: Well, O.K., I won't because I can 
See what you suggest. I just want to refer you to Mr. Easson's 
affidavit, paragraph 5, in which he is referring to the most 
important document, I think, which is the agreement Ana my reading 
Of maxra paragraph 5 and paragraph 2 is that the commission 
authorized the signature of the pias agreement on the lst of November 
and then he says, BASEN paragraph 5; "purguant to the 
authorization referred to in Baga paragraph 3, the documents 
referred to in paragraph 2 were signed by George E. Gathercole, 


Chairman and by me and the corporate seal of the commission was 
9 
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(Mr. MeCallum) 
thereunto affixed on the lst day of November, 1972." 

Mr. Shibley: Yes -- 

Mr. McCalium: You have,as a result of Miss West's 
letter, some doubt about whether he; ere 7 AL Nat. 

Mr. Shibley: With all due respect for the affidavit 
thaxpeckion in question, I suggest to you that this memorandum of 
November 8th puts some question in my mind as to whether -- you 
see, what's happening, according to my reading of this memorandum 
and would you agree with me, Mr. McCallum -- is that as late as 
November 8th you are trying to peg a date for the documents. 

Is that right? 

Mr. Genest: I don't -- 

Mr. MeCalium: Some of them only, sir. 

Mr. Shibley: Some, yes. 

Mr. MeCalium: LA eee letter agreements. 

Mr. Shibley: Yes. 

Mr. MeCallum: But I don't think that anybody waser 
pegging any date for the document, the main document, which is 
the agreement. 

Mr , Shibley: Can you help us, Mr. Genest? 

Mr. Genest: I just don't read the -- my understanding, 
M I must say, Mr. Shibley, from officers of the commission was 
that the agreement was signed by the commission on November ist. 
As far as they are concerned, that's when they did the deal, and 
I must say I don't read Miss West's memorandum the same way you 
do. I think that she’s concerned about the date, the formal date, 
of October 18th and the fact that the commission only signed them 
on November list and that there must be some way of establishing 
when the Sg cocuments were actually signed and that's the way 
I read the memorandum. It doesn't seem to indicate to me that 
there's a document left to be signed. 

Mr. Shibley: Well, look at it anyway. 

Mr. Genest: I will look at it. I will discuss it 
with Miss West if that's going to be any help. 


Mr, Chairman: That is one of your better assignments, 
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Mr. McCallum: I was thinking the same thing. 


Mr, Genest. 


Not only that, vince now taking the notes. 
hy (la Se a en a bua Heres letna 
Goss, ie: vdchaientsga youls’ pate-omet switchiggg 14 


relies here. 











Mr. Shibley: O.K. Well, in any event, would you 


carry on, Mr. McCallum? 


Mr. McCaiium: O.K. 
Mr. Renwick: Mr. @ Chairman, could I just -- from 


the point of vi ew of the committee, could I try to shorten down 
our chore in this particular field of the documents and see whether 
or not, without precipitating a discussion, Mr. MeCallium would 


agree with what is of interest to us in the documents? A great 






deal of it deja the legal form that has been used in order to 
accomplish the purpose. I take it that basically the only 
documents in this group that we are now interested in, having had 
your explanation of the other documents, are the first document, 
which is the agreement with Canada Square and the last document, 
which is the building lease, and so far as I can see, one of the 
supplementary letters, and that we need not concern ourselves with 


the terms of the ground lease, the terms of the "hell-or-high- 


water" net lease, of the lease~back, which are the intervening 


documents. 





(H-1976 to follow) 
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Mr. McCallum: I don't think you need to either. I agree 
with you. I think that they may be of interest to some, 


Mr. Shibley: As long as everybody understands the outline 


that Mr. McCallum has given to this poifl tn the evidence as the to 
reasons for thal documentation, I agree. 

Mr. W. Hodgson: I think we pretty well understand. 

Mr. Chairman: I'm worrying about Mr. Allan. 

Mr. Allan: I'm quite in agreement with Mr. Renwick's 
suggestion. 
Mr, Renwick: How may supplementary letters are there? 

Mr. McCallum: I thought there were four 

Mr. Genest: Five. 

Mr.Shibley: Five. 

Mr. Renwick: Five. Well there are one or two of those 
which I think seem to me to be significant. And then if I could try 
to cut it down a little bit more. The only clauses in the main | 
agreement, that is the agreement between Ontario Hydro and Canada 
Square, that I think the committee needs to concern thdémselves with, 
in my view are clauseg 12 - which is the obligation of Canada Square 
to construct the buiiding; and clause 19 - which I think requires 
explanation as to that $2 million put-up, about it. 

Mr. Shibley: @Well Mr. Renwick, # 


Mr. Genest: Six or seven, 


Mr. Shibley: I really think there are other clauses that 





are importagnt. 


Mr. Renwick: All right. I'11 withdraw rather than 





participate a discussion, and then I'd like to get over those, whatevar 





Clauses are significant in the first agreement, I'd like to try and 
get over those quickly and then get to the building lease clauses 
which seem to me to be the ones gee te should focus our attention. 
Mr. McCallum: Okay Sige . If I-may then I will start with the 
agreement. And af I'm poking just give me a prod. 
You really won't be able to follow this unless you have a 
copy of the agreement in front of you. If you have a copy of the 


agreement I think I can try and -wcemmpifex simplify it. 
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Mr. Henderson: It's not dated November 1. 

Mr. McCallum: No, that is right, they were all made up 
October# 18. 

Now if you have it, can I go ahead now? 

Mr. Gairman: We stmm& should all have them. 

Mr. McCallum: Okay. Well if you look at the first page 
you will see that it is between Hydro and Canada Square. It simply 
says thet Ontario Hydro is the owner of the lands. Suen 

"Ontario Hydro has agreed to lease the site earn Square 
under a ground lease in order to permit Canada Square to construct a 
building" 

And you can forget some words °¢ 

“on the site, and to lease the Building and the site to 
Ontario Hydro @pon the terms ..,. set out in this agreement." 

Now ese is nothing on page 2 that need concern you. 

Notting on page 3. 

Page 4, there will be some things that you will want to 
just underline - the meaning of permanent finaneing of the building" 
because you are going to come across that;which"means the mortgage 
securing the loan to Canada Square of the funds borrowed by it, 
upon or following the completion of the building to finance the 
construction thereof! 

We have referred to net lease, leasé back and building Leagse , 
but they are defined. I think you should pay some attention to (k) 
and (1); 

""¥oréliminary plans and specifications" means the drawings 
referred to in subsection 5(a) and the outline Specifications, room 
schedules and allowances referred to in subsection 5(b)s 

That should be underlined because you are going to go 
looking for that some time. 

"tapproved plans'.’. 

I am just pointing out to you there is a difference between 
preliminary plans and approved plans. 


" 
"tapproved plans' meang the detailed drawings 


Notice it doesn't say preliminary drawings, it says? 
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"the detailed drawings, elevations, specifications and 
other material to be prepared by Canada Square pursuant to section 5 
and approved by Ontario Hydro pursuant to sentinreere 

Will youfust underline that "approved by"; that is a 
part of the definition. d' don't get to be approved unless they 
are approved. 

Turn over to page 5; you really just need to underline the 
first two lines which read as follows: 

"Within 60 days after the execution of this agreement by 


both parties hereto the parties hereto shall exerute the ground 


lease" 


That is to put the land over in their name. -Geptbemen 
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Gentlemen, that was done. That lease 





was registered on January 8, 1973. Those of you who have a 
bent to understand it, it's registered as number 153568EP. 

Paragraph five - you can turn over to page 
six now. You can underline the first three lines, really, 
what you're looking for. "Canada Square shall, in 
consultation with Ontario Hydro, prepare and furnish to 
Ontario Hydro without charge, detailed drawings, elevations, 
specs, including materials to be used, details of location, 
etcetera.” 

And then down three or four more lines. 

"All of which shall be prepared in accordance with the 
preliminary plans and specifications comprising schedule 
C to this agreement." The rest of it you don't need to 
worry yourselves about. 

What that is saying is, as I have it, is 
simply this —- Canada Square must prepare detailed drawings 
and specifications in accordance with the preliminary plans 
and specifications which are attached. 

Now, if you go over to paragraph six. 

Mr. Henderson: Mr. Chairman, could we just 
ask a question at that stage? 

Mr. Chairman: Yes. 

Me, Henderson: Would this be the reason for 
the difference in what Hanscomb prepared, and then Canada 
§quare came back with? 

Mr. Shibley: Hanscomb and Roy? 

Mr. Henderson: Yes. 

Mr. McCallum: There's no doubt that most of 
the approved drawings, as I understood the evidence that 
was given to you, werermt given to Hanscomb Roy when they 


edition 
made their first/aggeueeatan of their report. Do you remember? 


Hiviy = @ 


Mr. Henderson: Yes. 

Mr. McCallum: And I think Mr. Moog told you 
that, when they found out what that did, they became 
suspicious of whether they had access to those drawings 
and they went to him, I guess to his people, and got those 
kind of more detailed drawings which enabled them to make 
a subsequent edition of their report. That's as I 
understood the evidence. 

Mr. Henderson: Okay. Very good. Thank you. 

Mr, McCallum: Where did I get to now? Paragraph 
six. If you'll underline the first four lines and the last 
line, you've got the nub of that. It says, "At the time of 
the furnishing to Ontario Hydro of the material spec_ified 
in the preceeding section, Canada Square shall, in writing, 
request Ontario Hydro's approval thereof, and upon approval 
by Ontario Hydro, such drawings, elevations and specs..." 
Now, drop down to your bottom line, "... shall constitute 
the approved plans under the agreement." In other words, 
if you're going te have approved plans, you have to get 
them approved by Hydro. 

Now, paragraph seven. If you'll put sort of 
a double line under the first three, four words. "Prior to 
the approval..." Because those are the key words. "Prior 
to the approval...", drop down to the next line "...Ontario 
Hydro may request such amendments therein as it may deem 
advisable; provided that such amendments do not result in 
structural or other substantial changes in the Building as 
described in the preliminary plans and specifications." 

So that, before you have approved plans, as 
they say, "prior to the approval", Hydro can ask for changes, 
",..provided that such amendments do not result in structural 


SoasTAn Ti Alc 
or other changes in the Building as described in the 


preliminary plans..." 


we ag 
H 1977 oe M.S. - 3:45 pm. 


Mr, Gaunt: Mr. Chairman, Mimay I ask a question? 

Mr. Chairman: Yes, Mr. Gaunt. 

Mr. Gaunt: Mr. MeCallum, are those plans now 
approved by Hydro? 

Mr. McCallum: Which are they, sir? 

Mr, Gaunt: Well, the approved plans under 
Section 6. 

Mr. McCallum: No, sir. No. 

Mr. Gaunt: They're not Fag this date? 

Mr. McCallum: No. The only plans that are 
in being, and which have been approved as it were, are the 
things that are the preliminary plans. Now, from the time 
of the preliminary plans, as I am told, to today, only one 
inconsequential other plan, or detailed plan, has been 
approved. No other plans for the construction of that 
building, that could be considered the detailed plans, 
have been approved. 

Mr. Shibley: Just while you're on this 
clause, Mr. McCallum. Version number two of the Hanscomb Roy 
report included a full sprinkler system as something that 
apparently Mr. Candy had indicated, was a change that he 
wanted to effect and, respecting which, he gma appears 
to have interpreted the contract as being his right on 
behalf of Hydro to be included. Now, just using that, I 
gather Camada Square took an opposite view and said, @h, no. 
We are not obligated to build you a full sprinkler system 


at our cost within the $44.4 million limit. If we are to 


be asked to.do..... 
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to do so there will be an extra. Now, using that as an 
example for the committee: How does this clause that you 
are now dealing with apply? 

Me. McCallum: Well, my understanding was, and 
I haven't looked at the documents, but my understanding was 
that in the case of the sprinkler system, it was shown in 
the preliminary specs as being for the account of Hydro. 

Mr, Shibley: No. I'm sorry, I'll help you. I 
think what it showed was that there would be sprinklers only 
in certain areas and that the whole building would tae not be 
sprinkiered. 

Mr, McCallum: Mm-=mmh. 

Mr. Shibley: So that, is it not a case that 
in order to understand this clause you are on that if the 
change effects a change from the préliminary plans to the 
extent that the preliminary plans and specifications are 
specific then Hydro cannot make such changes and have them 
installed or made at the expense of Canada Square? 

Mr, MeCallum: I think that's basically true. 


ene 


The thing is that the language of the section contemplates 








some leeway to allow for the very sort of thing that I 
think you must be seeing, that is to say, the agreement of the 
parties arrived at that they will do it such and such a way 
and within the intent and framework of the preliminary drawings. 
Mr. Shibley: No, but I just want to point up with 
you and to the committee the importance of the preliminary 
plans and specifications, 1. that — 
Mr. McCallum: Yes, mk but I am answering ... 


Seer 


Mr, Shibley: hey do tend to regulate .,. 


es 


Mr, MeCallum: Yes. 





Mr. Shibley: ..the nature of the changes that can 





be asked for under this clause. 
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Mr. McCallum: Yes, they do. 

Mr. Shibley: If the preliminary specification is 
sufficiently particular such as in the case of the sprinklers , 
Mr. Candy, on behalf of Hydro, cannot stiputate for a change 
in that respect for the account of Canada Square. 

Me, McCallum: That's right. If he was met by the 
other side who said that is not within the intent and framework 
then I suppose there would be a first class argument about 
who is going to pay for it. 

Mr, Shibley: Right. 

Mr. McCallum: On the other hand, what I've been 
endeavouring to point out to you is that when two people who 
have a desire to get along together are looking at a document 
which says "if it's within the Same intent and framework", they 
might well consider 4 tees within the intent and framework 
and away they go. 

| Mr. Shibley: Yes, All right, let's take the 
other example. I'm trying to help the committee by relating 
it to specifics. The ceiling was the subject of a particular 
item in the specification which is part of the preliminary 
specs. It was to be a lay-in ceiling much like this one and 
accordingly, again, for that reason, Hydro could not have 


we specified for the change to the recessed coffered 





ceiling that is now to be installed and that is why when Mr. 


Moog gave his temtimony he said«"We are doing it Samamaue 


CUtA oi uo 
our cost” and Béegae-oxktra charge although they were under no 








obligation to do so under the contract. 
Mr, MeCallum: Well, I think ... 
Mr. Shibley: Isn't that the convdrse example? 
Me, MeCallum: It may be. My difficulty is that 





I haven't read the sgaemk specification with respect to 
what you are talking about. 


Mr, Shibley:;: Oh. 
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Me. McCallum: But I have some practical 
knowledge of what goes on. If the specification required 
a ceiling or said that this was what you were going to put “vw — 
SI 

Mr, Shibley: Yes, which is what it did*, it said 
Peteiny in’ aut igeneeaieadpmanew aimee 

Mr. McCallum: Well, that's true. You see these 
lights? 

Mr. Shibley: Yes. 

Mr. MeCallum: Mr, Candy will explain it. People 
who are in the business will explain it better than I do. 
But the intent of the building was to have an open landscape 
which was to be designed in such a way as to minimize noise, 
Consistent with that, the noise is much more minimal if instead 
of having those broad light reflectors which reflect noise 
Just as much from here and there on either side of a partition 
that doesn't go any higher than this ... 

Mr, Shibley: Mr. MeCallum, I don't want to interrupt , 





you but you are in to the architectural sphere, What I'm 
trying to do now is to have the committee understand this 
agreement and I'm trying to point up to the committee that the 


preliminary specifications are ofa wbedmntkedesienoxt? 
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of substantial importance in the sense that if changes are 
requéred or requested by Hydro, the preliminary specifications 
will be looked to to ascertain whether the change is a change 
from that preliminary spec. Lft.i% is the change will be at 
the cost of Hydro, if it is an extra cost. 

Mr. MeCailum: I wholeheartedly agree with what you are 
saying. 

Mr. Shibley: If it is not within the specifications, 
then it may be a change that Canada Square will absorb. 

Mr. MeCallum: No question, and all I am doing is 
séying that while you are right, go on - and I am addi ne to it, 
as they do in these parliamentary circles by way of, amendment 
if anytping - I am simply saying that when they sit down to 
consider the intent, they consider the overall intent of what 
they are trying to achieve, and we will have to wait until the 
architect explains it to you. 

Mr, Sibley: All right, fine, but I just want the clause 
understood at the moment. 


Mr. MeCallum: I just don't want to force you to use 





his evidence. 


Mr. Renwiek: Mr, Chairman, going on with Mr. Gaunt's 





question, is there any significance in the approved pases not 
having been approved at this 5? 
McCallum 

Mr. Shas Knan : To my knowledge thereis no significance, 
because I am not aware of any request having been made for them 
to be approved at this date. 

Mr. Shibley: No, Mr. McCallum, if I may help Mr. Renwick. 
I understeaod from My. Moog, and Mr. Finlayson can correct me if 
I am wrong as to this, these plans are an on-going thing. They 
are actually drawing plans as the building is under construction 


and in fact, my memory of what Mr. Moog says is that the whole 
of the final plans are not likely to be finalized until the 


wae 


- 


* cneremas 
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(Mr. Shibley) 
building is yee nearly complete. I see Mr, Coles is nodding 
his head in agreement, So that part of the advantage of 
fBoing the developer route was that they could get the shovel 
in the ground without delay, without the need for drawing 
full plans ana specifications that might have taken another 
well somebodyg mentioned nine months - and I think it would be 
common to expect longer than that. 

Se that one of the advantages of going the developer 
route - and I think in fairness to Canada Square and particumlarly 
having regard for the thoughts of some of the committee members - 
was that they could enter into the agreement, get a shovel in the 
ground immediately, and do the planning as the building went up 
and that is heppening even yet, and that there will not be final 
plans for the whole building probably util the dDuilding is 
completed. Am I not righty in that? 

Mr. Genest: Yes, that is my understanding. 


Mr. Renwick: So for practical purposes the languase 





of some of these clauses is out of line with what in fact the 
ractice will be? 

Mr. Shibley: That isn't completely right either, Mr. 
Renwick, because a plan, let's say, for the podium area might be 
LSS ibe gual ie UN me enen Sf egee wy a a 

Mp. Renwick: No, that wasn't my point. J simply say 

that you know if you are moing to keep a set of the approved 
drawings and aynproved plans on the site, there is not a hel) of 
a ict of point in keeping the set of approved plans on the site 


after the cuilding is a a EUS similarly — I am ee ne 


aE a } 
é ho 


r i a 
ae Netw I Hamie 
any criticism of 1€, I am ae faving that “in Coe ee toa 


procedural method followed will not accord with these documents 
at ail which means that your point is totally correct almost, 
that for our purposes the preliminary plans and the on-going 
work in connection with the preliminary plans, are the guts of 


how the building will, in fact, be put up. 


August 30, 1973 
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MP. 
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Mr. Shibley: Well a gain, you have got it and you 
haven't quite got it precisely, and If I may help Mr. McCallum 
on this score ~-~------- 

Mr, Renwick: Help me too. 

Mr, Shibley: The preliminary plans are the guts in a sense, 
but they are a reference point. If, when they come to zero in 
on the final plans, this is my understanding, those final plans 
are in principie and substantially in accord with what were the 
preliminary plans, then that is for the account of Canada Square. 

But if what is to be part of the final plans is in 
direct conflict - let's take the extreme case - of what is in 
the preliminary specifications, then that would be for the 
account of Hydro, unless Canada Square assumed the cost voluntarily 
as it is doing in the case of the coffered ceiling. 
Mr. Genest: We don't agree with that, Mr. Shibley. 
Mr, Shibley: I beg your pardon? 
Mr, Genest: We don't agree pgm that that's just a gift 


from Mr. Moog. 
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Mr. Shibley: I thought it was @-eomnon agreement that 
the preliminary specification provided for a lay-in ceiling, and 
Hanseomb Roy's first report came tatnenenge ee out with a figure of some 
$780,000 for that item, and that when Canada squae rae with them 
on May 17 and following, they then voluntarily assumed the cost 
of a much more elaborate ceiling. 
Mr. Genest: I don't want to start a discussion of. the be — 
Mr. Shibley: That's Mr. Moog's position. 
te, Genest: ean Seca 
Mr. Genest: ..... but I think anneal Mr. Candy recalled 
ame will have something to say about that, that the specification 
as it was, it wasn't possible to fit in other specifications with it, 
so that there was room there. Apparently, it is not just a free 
Rist « 
Mr. Shibley: Well, you are just pointing up the third 
situation, Mr. Renwick, is where you get the final § plans and 
there is not a complete black or white situabion in relating these 
final plans to the preliminary plans and specs, and in respect of 
which final plans there might very weil be a debate as to for whose 
account the work in question is to be charged. 
Mr, Allan: Mr, Chairman, I don}t think tha_t the 
approval of the plans mare necessary in the seneral construction 
of the building, not necessary to decide who pays for things, but 
it seems to me that the final plans will indicate, for instance, 
the installation of air-conditioning, and I think that these will 
need to be approved by Hydro. They are really the plans of the 
installation, not with any regard as to who 1s\fehex- to pay for it 
aaa because it is recggnized in an instance like that it is 
Canada Square who are going to pay for it, but really, the construction, 
the final plans dealing with the construction of the building, I 
think the approval of those Raa i's important. 


eet 


























H-1980-2 Aug .30/73 
3 55-4 ° 00p eM. 
B.A, 


Mr. McCallum: Mr. Shibley, I think Mr. Allan is 
right. I think maybe the committee haven't seen para}iph 10 
yet, and when they do I think they will be right on his team. 

Mr. Shibley: Okay. 

Mr. Henderson: Mr. Chairman, might Mr. Shibley or 
Mr. McCallum, or someone, give us an idea of why the difference 
occurred already with respect @to the sprinking system. That 
might clear us up quite a bit as we go along. 

Mr. MeCallum: You aae-6o ing to get that from Mr. Candy, 
but let me help you. I started off to tell you and » as Mr. Shibley 
quite correctly said, "You are no architect" and I am sure not; but 
I have some idea of the practical side of it because I have 
been talking to them. There came a time when they were going to, 
for instance, consider this @ ceiling which I started to tell you 
about. They had to put a ceiling around a curved building, just 
like the ali City Hall. The probiem was how they were going to put, 
I think they cali them , the joists, across to make them, as it were, 
radiate out. That lies on the square. There is no way you can 
Pit that incto a curve without being ugly andi hard to do ., and 
when that was brought to their attention that they had mm suggested 
in the specs something that would sit out on the square and that that 
was going to look like heck, and in addition to that, wasn't going 
tow work eftisientty, it was agreed that it was never intended that 
that would happensyso, as I have been trying to make the point, within 
the intent and framework, Mr. Moog sled: "You are quite right, Mr. 
Candy, what won't work, we have to do it the other way around and if 
Faneinaaeal it has to cost more money it has to because we sure ean't try 
a and fit that into a half moon". That is the sort of thing that 
happened. 

Mr. Allan: Mr. Chairman, regardless of the cost, it 
seems to me that Hydro have to approve that plan. 


Mr. MeCalium: Oh, yes, I am sure Mr. Alian is right, 





or paragraph 10 doesn't mean very much. 


Aug .30/73 
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@ H-1980-3 
Mr. Chairman: I think the point that Mr. Shibley was 





trying to make that the @@idpreliminary plans mean something too 


sit ets veh ee CMa Ok yea, and We AGrer unt Kaif: 
MM, KbLy : Citra =» aS to cost. 


or outside fence. 





Mr. Chairman: As to cost, and do set some outside bounds 


Mr. MeCallum: No question, Mr. Shibley, I am not taking 
anything away from what you have said. 

Mr. Shibley: Hydro governs what are to be the final plans 
by waa its right of approval. Who pays for the material in question, 
or ree installation in question isan part, at least, regulated by 
the preliminary plans and specifications. 

Mr. Allan: I think that is a very clear explanation. 

Mr. Renwiek: Mr. Chairman, again I have a problem,and 
avery real problem. The documents, as I read them, seem to me to 
provide =- I just want to find out what the pammemmk cuts of what 

on eecmnmencnnanen 
we are talking about is. The documents, as one read them without 
knowing that the building was going up and if one was then told that 


the approved plans had not yet been appreved, one would assume that 


there is no building being budit. 
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H-1981 - 1 August 30,1973 
4.00 - 4.05 p.m. 
M.R. 


(Mr Renwick) 





That's perfectly clear, it seems 
to me, from paragraphs nine and ten. The approved plans 
will not, as I understand it, be signed until the end. 
And then you look at the building to find out whether or not 
| epee with them. But doesn't that make paragraph 
8 of immense importance in terms of on-going cost? 

Mr. MeCallum: Well, let me see if you agree 
with the statement you have just made. If you will take a 
look at number ten - skip over to that - will you take a look 


at that @imeese:? 





Mr. Renwick: Yes. 

Mr McCallum: It says this: "Canada Square shall 
not, without the previous approval in writing of Ontario Hydro 
erect, construct, or place or permit or suffer to be built, 
erected, constructed or placed on the site or any part thereof, 
any buildings, erections or works other than the building 
described in the approved plans or such temporary buildings ...# 

and so on, 

Now, as I read that, thou shalt not put anythéng 
there except that which has been approved. 

Mr , Renwick: That which is in the approved plans 
of which there aren't any approved plans. 

Mr , McCallum: Precisely. 

Mr, Chairman: Well, the foundation work, have 
you not approved the plans for the foundations? 

Mr. McCallum: I sad that to the best of my 


ae 


knowledge, sir, and you'll have to get this from Mr. Candy, 





but to the best of my knowledge as I sit here, there has only 
been only one plan ... 

Mr, Chairman: Inconsequential plan, eh? 

Mr, McCallum: I just can't help you more than that. 
There are others that will be able to help you much more than 
I can. 


Mam see8eX 
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Mr. Renwick: And If I could refer to paragraph 
nine then, there is no such thing as going to the site and 
finding a copy of the approved plans? 

Mp. MeCallum: Couldn't do that if my information 
is correct because none have been approved yet, sir. That's 
right. 

Mr. Renwick: My remark isn't - I'm saying is 
that ... 

Mr. Chairman: ” Npegeeek a la aie 

ALE NOL 

Me. Renwick: Legal documents dems, necessarily 
accord with the course of events but ... 

Mr, McCallum: That's right. 

Mr. Renwick: But it does mean, doesn't it, that 
paragraph eight is of immense importance with respect to 
cost variations in the course of the work? 

Mr. Chairman: If these ... 

Mr. McCallum: Yes, papragraph eight deals with 
two things, doesn't it? First of all, it deals with a period 
of time prior to approval. 

_Mr. Renwick ; Which means for practical purposes 
as I understand it any time prior to the completion of the 
building? 

Mr, MeCallum:; Maybe if the people sitting behind 
me are right and they don't comply with what I say paragraph 10 
says, do you think you will agree with me? 

Mr, Renwick: Yes. Well, a substantial - in other 
words the building will be stbstantially along before there is 


anything called aymiess approved plans, 





Mr. McCallum: That's right. And at that stage 
they would seem to me to be substantially in eg 
paragraph 10 because it seems to me if you are going to put 
something there you had better go and get the plans/¥ae-aepeoved 
before you put it there. 

Mr. Chairman: Perhaps the plans would have been 


approved ... 
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Myr. McCallum: ewoq Practise and the written word. 

Mr. Allan: Mr. Chairman ... 

Mx. Chairman: Mr. Gaunt wants to speak took, I 
think Mr. Gaunt is next in line. 

Mr. Gaunt: Mr, Chai=-rman, I just wanted to make 
sure that I had this clear in my mind. The preliminary 
plans and specifications are very important with respect to 
cost. 

Mr, Shibley:; Yes. 

Mr. Gaunt: Mr. Shibley has made that point. I 
can see that. The instance of let us Say Ontario Hydro wanting 
some additional feature outside of the plans or specifications - 
the preliminary plans and specifications, would be for the 
account of Hydro. 

Mr. Shibley: That is correct. 

Me. Gaunt: In the event that what was requested 
wasn't included in those preliminary plans and specifications, 
am I clear that that would, in all likelihood, be for the 
aoount of Canada Square or would it be open to question? 

Mr . Shibley : I think it is open to negotiation 
at that point. 


MeCallum: 
hia ay that point, if I can assist Mr. 





Mr. 
Gaunt, at that point you haven't paid sufficient attention 
to the words "within the intent and framework" of the 
preliminary plans, Look, you started off with preliminary 
plans that weren't all-embracing. So you could hardly say 
that there was going to be any change from the preliminary 
Plans Hydro had to pay for it. 

The basic theory was‘we're going to build within 
an outer framework of those preliminary plans and there's going 
to be all kinds of highly detailed plans of parts of the building 
that will be constructed. If those things that come through on 
those detailed plans come through within what we say is the 
intent and framework of those preliminary plans, that will all be 


to the account of Canada Square, 
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(Mr, McCallum) 
‘If they bulge outside that intent and framework, 
od 
then Canada Square, Say you know you are asking us to build 
a building that we never really contemplated at all. At 


that point you'd better start paying yourself.’ 


Y 
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you are-asking us to -muttding build a buidding that-we-never 
really gongemplated ap alg. “gou had better start 
pwns ’y eset . 


Mr. Shibley: Mr. MeCallum -- 





Mr. McCallum: Is that the sense of what you are 
getting at? 

Mr. Gaunt: Yes, so it is the intent, within the 
framework of the preliminary specifiagtions. 

Mr. McCallum: That's what the words are used. 

Mr. Shibley: I might say however, Mr. McCallum, that 
my understanding of the issue of including, for example, the 
carpeting and the sprinkler in version 2 of the Hanscomb Roy report 
at the instance of Mr. Candy is that -- and I think Mr. Renwick has 
put his finger right on it -- this clause 8 is a very key clause. 
Mr, Candy was interpreting this clause as entitling him to include 
those items, whereas in fact because carpeting and a full sprinkler 
system were covered specifically by the specifications, preliminary 
specifications, he could not do so. 

Mr. MeCallum: Well, what he did or why he did it -- 

Mr. Shibley: He is misreading his entitlement under -- 
he may, misreading his entitlement under paragraph 8 in attempting 
to include carpeting and full sprinkling. 

Mr. MeCalium: He might have. I certainly agree with 
you he might have. 

Mr. Shibley: I might just tell you, Mr. Renwick, and 
members of the committee that I think Hanscomb Roy identify the 
probiem as being just that. It's an interpretation of clause 8 
which is causing a problem, a problem of interpretation. 

Mr, McCallum: Welds 7 and 8, I guess. There will 
always be a problem of what's within the intent and framework of 
the preliminary plans. The sketchier they are, the more problem 
you will have in determining them. 


Mr, Renwick: Let me ask -- 





Mr, Chairman: Mr, Allan and then Mr. Renwick. 


Mr. Renwick: Oh, sorry. 
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Mr, Allan: Mr. Chairman, I was just going to indicate 

that my understanding of the approval of the final plans would be 
Gil. Gonos’: That's ng. Fier. Allan : 

in stagen=y Stas Mr. Renwick SUgpeSted, that when the building 

was finished then you would approve the plans. I would think ethat 

as they went up, as the building went up, that plans having to do 

with the part that was being constructed should be approved before 

the conatrac halla; Sune, tat wlak that pacgeaph band 

Mr, Chairman: Well, that was the point I was trying 
to make and I think they might have been approved if this committee 
hadn't been sitting. ‘ 

Mr. Sivcbley No, no, no. whe aie had nothing to 
do with it. 

Mr, Chairman: Well, I think some of the time -- 

Mr. Shibley: Mr. Chairman, I don't think it was the 
intent throughout that the plans be progressively finalized and 
progressively approved and I don't think there is any variation 
from that and I think Mr. Moog has said -- he is not here so I 
will say it for him -- that, for example, even after having 
constructed some of the foundation areas by reason of changes in 
the planning for the plaza area and the podium area, they have had 
to tear out work and rebuild it at the cost of Canada Square to 
effect the changes in design that took place when the plans were 
being made final So that this is a very much of an on-going 
process and that's part of the development concept. 

I think that it is important for the committee to 
understand that, that one of the reasons that Hydro went this way, 
once they decided to abandon the plans for the original ange 
those plans took some time to make m final -- I think they took 
a couple of years, if I remember -- once they decided to abandon 
that set of plans, if they # had decided to completely revamp their 
plans and go the tender route by having architectural drawings and 
specifications made, with all the details required to put them out 
for tender, then they would have been delayed on their own estimate, 
I think, by 9 months. I think it a very optimistic period of delay 
myself and that's what Mr. Moog and I were in agreement on, that 


it would probably have been a much longer delay before they could 
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have got new plans done, had them tendered and contracted for in 
the ordinary way, So rather than suffer that delay, was one of the 
factors weighing upon Hydro in going the developer route and of 
course in order to avoid delay, you have to contract without final 


plans and go it the way «« 


(H-1983 to follow) 
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document is drawn. 


Mr. W. Hodgson: It's not necessary, Mr. 
Shibley, too, # even after final plans have all been 
drawn by the architects and you £2 tender. Then, if 
you have any little change at all, it always costs the 
customer money. Plenty of money. 

Mr. Shibley: It can be worse. It can even 
be worse. 

Mr. W. Hodgson: I favour this route over the 
final plans that had been approved prior to putting a 
shovel in thé ground. With the experience I have had on 
several building projects, such as the hospital and county 
buildings and the home for the aged up in the Region of 
York, we've always paid through the nose if we wanted just 
a little change. 

Mr. Shibley: I think, Mr. McCallum, I'll ask 
you this question. The developer concept relies very, very 
heavily upon the good faith of the parties to the agremment, 
both sides. Particularly, the good faith of the developer 
who will be called upon to make these changes without added 
cost. 

Mr. MaiammMcCallum: There's no question that 
the whole developer concept relies very much on the person 
with whom you're doing business. Because if that person 
says, "I've got you," as it were, and he fights you all the 
way up, the developer concept breaks down. This is a 
concept that's being used a great deal in business today. 
It's become very much in vogue ,/many big companies are 


uging the same idea that you're watching here. Which ne i 
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in effect, to maka let a man start building your building, 
and do your detailed planning on top of your preliminary 
specs as the building is going up. And you've just, for 
the last half hour, sir, been pointing out to this 
committee very minute ideas, or what I say are perfect 
examples, of how, if you haven't got the right man on the 
other end of the deal, you're just in jy nothing but 
trouble. If that man co-operates, you can have a very 
successfuly project. And that's why they don't put that 
sort of thing out to tender, because tender gets you anybody 
who gives you a price. The theory is that you should pay 
more attention to your man, and if RRGR you'll look around 
this city there are places where you'll see buildings 

that have been built by this process. . Where they picked 
their man and they didn't pay any attention to contents or 
anything else, because the relationship depends on the man. 
I'm looking at the Star reporters: I'm reminded of the Star 
Building. The Star Building was built this way by this 
process, and they went out and they selected a man in whom 
they had tremendous personal confidence. And I'll bet you 
they're very satisfied with what he did for them, too. But 


that just happens to be one I know of. 
Mr. Shibley: All right. Now, if we might 


return to the document. 

Mr, McCallum: If they aren't, I'm sure you'll 
see in an editorial how much they hate ld 

Mr. Shibley: He was on the tour this morning, 
too. I want to return, however, to paragraph si eight. 
Because I don't want to kgm lose the emphasis and thrust of 
Mr. Renwick's question to you, Mr. McCallum. That this 
concept, what we've been discussing in broad terms, makes 


the provision of paragraph eight extremely important, in 
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terms of what this building ultimately will cost Hydro, in 
the sense that if the changes fall beyond the sphere of what 
is within the preliminary specifications and the developer 
says, well, I'm not going to pay for that, that's going to 
be added to the account of Hydro. 

Mr. McCallum: Yes. Or they just back off 
and don't request it. The initiating factor is Hydro say, 


MRea is Oktice tine hat follass hen 


Mr. Shibley: Well, taking the sprinkler 





System again, It seems to have added, I think, a half a 
million dollars to fully sprinkler that building. And if 
the building now is to be fully sprinklered and because 
it's #@ specifically dealt with in the preliminary 
specifications, this building actually is going to cost 
Hydro that half million dollars for its own account. And 
then so on, as additional items like that crop up. 

Mr. McCallum: Well, let me say this, Mr. 
Shibley. If there was any hope in Hydro's breast that it 
wasn't going to cost a helf a million, after hearing you 
expound the other side of the question, I'm sure they'll 
have scme trouble with Mr, Moog now! 

Mr. Shibley: I'm only using it as an example ~-- 

Mr. MeCailum: Thank you very much! 

Mr, Shibley: I take the position of --- 

Mr. Allan: ..(inaud)... 

Mr, Chairman: I bet he is, 

Mr. Shibley: Well, no I'm not. Because 


apparently it's been made an issue of already. 
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| ee, Walker: Ot om a taal of is Try | % 


Mr. Shibley: Well no, If{think you look at version #3, 


Hanscomb Roy have acceded to that position in that evaluation. 
They have acknowledged to Canada Square that the sprinkler beyond 
certain areas is for the account of Hydro, so we haven't derogated 
one bit from the established position. 

However, if you go on. As I say I don't want to.. I 
think these examples have been good in the sense of understanding 
the importance of paragraph 8. Would you carry on Mr. McCallum. 

Mr. McCallum: Yes, I think probably we have said to 
paragraph 8; everyone will have noticed that it deals weally with 
two things. It deals with the matterswhich are outside the 
intent and framework of the official plan and which it says Hydro 
are going to have to pay for. And you will have noticed that it 


also deals with any changes that Hydro wamt lexbagesepremers in 





approved plans. That is the sort of thing chat comes about as 
a result of the tender system, OE As TEN LES AON plans and 
you want changes so you pay for them, and that is what this section 
says. 

Mr. R.G. Hodgson: In other words if the specs are different 
than the approved plans that it would cost Hydro if there are 
any changes made in the spec, that would be different in woth. 
approved plans. 

Mr. McCallum: The specs? I am not so sure you mean to say 
that do you sir? If what they want £s outside the approved plans then 
47 4¢ wmmdee 





costs more Hydro pays it, if it costs less this 
paragraph says Canada Square gives it to Hydro. They can ask, there 
are two types of.. 

Mr. Shibley: Mr. MeCallum, again, isn't it the case where 
you start with preliminary plans, then let us say they have done 
final plans rorfne foundation, and those final plans are approved 
by Hydro as per the various paragraphs, and then further changes 


are required by Hydro vis a vis those approved plans, those changes 


CA 
H-1984-2 

(Mr. Shibiey) 
will be for the account of Hydro. 

Mr. McCallum: Provided they cost more. 

Mr. Shibley: Yes. 

Mr. McCallum: If they said, change it to something that 
isn't then.. 

Mr. Allan: But Hydro isn't going to do that. 

Mr. McCallum: Well I would hope not. 

Mr. Allan: They are going to be sure before they approve 
them that it is all right. 

Mr. MeCallum: Exactly. 


Mr. Renwick: Mr. Chairman, I would just like to ask 





Mr. McCallum =2aaqgeasies expert, from his general experience in 





this that there is nothing unusual about these clauses with 
respect to this particular contract. They would be normal clauses 
to the extent that one can say reas there are such things in 
similar contracts. 

Mr. McCallum: With that limitation, yes, I think they are 
normal clauses. They are designed to contemplate and toreflect the 
very thing that we have been talking about. And I believe them 
to be the sort of thing that others use. 

_Mr. Renwick: They were not a matter ag of special detailed 
negotiation so far as yourselves and counsel for Canada Square were 
concerned? 

Mr. MeCallum: No, I don't recali any detailed negotiations 
with respect to those clauses. 

Mr. Renwick: Right. Thank you. 

Mr. McCallum: Now we have referred to paragraph 9. I don't 
think you need to look at it any more. 

Paragraph 10; I think we have made that point. 

Paragraph i1 is perhaps just of interest to you. You will 
see that Canada Square were compelled to engage and use @ the 
services of certain consultants. And I think, Mr. Shibley, you 
probably spoke to Mr. Cangdy about that in the course of his 
evidence. I don't think I need to do more than draw the committee's 


attention to the fact that that is a part of the contract. 


4:15 - 4:20 pm 
CA 
H-19 84-3 
(Mr. MeCallum) 

Paragraph 12; I think you need only underline the first 
two lines and you have got the gist of it. It Says; 

"Canada Square shall cause to be done and shall pay the 
cost of doing all things required for the construction and 
completion of the Building". 

Paragraph 13 was one that isn't so important today because 
work has started. 

Mr. Renwick: Mr. Chairman, could I just frevert to 
paragraph 11 for a moment. This is the area where there is the 
overlapping between the old plans and the new plans with 
Gordon S. Adamson and Associates as consulting architects. Is this 
a significant addition of increased cost to Hydro because of 
Adamson being the consulting architect on this job, or is there 


any overlapping in connection with it? 


on as 


a 
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how much under the -------- 


Mr. Shibley: Just under $1.5 million. 

Mr. Renwick: Yes. 

Mr. McCallum: Which they in turn of course used to 
pay off the people who acted as probably, Dick Law doing their 
structural work and they had their mechanical people. 

Mr. Shibiey: The overall cost of the plans for the 
first building was $1.5 million. Gordon S. Adamson and 
Associates were responsible in the overall for those plans. 

Mr, Renwick: So that this is ---~---- 

Me. Shibley: Now I think the purpose of asking that 
they be consultants waas to bring about gage continuity in the 
Planning. Gordon S. Adamson having spent so mach time theys 
had some precise understanding of the needs and objectives of 
Ontario Hydro ea I think Mr. Moog has alreddy given evidence 
that they have made very valuable contribution to the design of 
the plaza and podium area. 

Mr, Allan: Mr. Chairman, I was just going to ask Mr. 
McCallum if it wasn't more for the purpose of checking? 

Mr, McCallum: Yes, I am going to reply that it is. T TyiwkK 
What happens here is that here is Hydro, and Mr. Candy in particular, 
going to gal Ceraiie ll with Mr. Moog. Many of the decisions 
here go to arbitration are going to be decdided eibereats 3 like 
Mr. Adamson. Mr, Candy has a great confidence in Mr. Adamson, 
and has always had, and he has a first class reputation. 
That sort of thing, his consulting engineers, his 

mechanical engineers, these people he wanted to be first rate 
and peopie that he knew who would be co nsulted by this organization 
in construction. I suggest to you that Mr, Allan is right. 


Probably the greater piece of it was he wanted to know who was 
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going to really be putting together the building, he wanted 
first rate people. 

MO. SHiMiBEEYJ OK, FINE, 

Mr. Chairman: Mr, McCallum, the figure of $1.5 million 
has been mentioned. Does that include the consulting advice 
that Mr. Adamson and his firm will be giving on the pres_ent 
building. 

Mr. McCallum: No, no. 

Mr, Chairman: That is all for past services, isn't it? 

Mr. MeCalium: All forgotten about, water over the bridge. 

Mr. Renwick: I just wanted to make certain and I wanted 
to have the explanation made so that the record would be 
perfectly clear, that Gordon S. Adamson and Associates are 
not getting paid twice for the ‘im Same work, or being brought 
in because they are sort of good friends and were in on the 
first one and they should be in on the second one, and I think 
that twee it would be possible, if someone was looking for it, to 
sort of make that kind of remark, and I want to make the record 
clear from the evidence that it appeared to me to be separate 
and independent responsibilities, one having been fully discharged 
by them and being asked to take on a separate and distinct 
responsibility under this agreement; and I wanted confirmation 
of that, but also from the point of view of Gordon 8S. Adamson 
avid Associates, 

Mx Shibley: Mr. MeCallum, on that’ score, in terms of 
the cost element of $34 a square foot, the charges of Gordon S. 
Adamson would be ineluded in the make up of that cost as part of 
the design cost? 

Mr. McCallum: Yes, that is my understanding. Now, I 
Suppose Mr. Allan's point is driven home when you read that this 
paragraph says that - 

"The above consultant shall not be replaced or 


Substituted for without the written consent of the Ontario Hydro". 
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They were really insistent that these kind of people be 
involved in this building. 

Now paragraph 12 I have referred you to. Paragraph 
13 has to do with the construction of the building. Perhaps 
you should just loom at this because it says: 

"AS soo_n as possible after the execution and delivery 
of this agreement” - drop down about three lines - "Canada 
Square shall begin and on a large scale to co_nstruct the building, 
and carry out the work with @gme due diligence ee 
and complete the same ready and fit for immediate and full 
occupancy and use, subject to such extensions of time as are 
herein provided for, on or before the earlier of (a)the expiry 
of 36 months from the date of issue of the expiration permit, 
or (b) the expiry of 39 months from the date of execution of 
the agreement by both parties, all in accordance Wie. the 


construction schedule”. 





Now 4f rer just say there that not onl was there 
a firm price but, subject $0 some very practical considerations, 


that is a very firm date on which they are going to get their 





completion. 
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notice over on the next page that matters out of the control 
of Canada Square allow them to have some extensions on the 
time but subject to that sort of thing they are fixed with a 
firm date. 

Mr. Gaunt: When was the excavation permit 
issued? 

Mr. MeCallum: I think it was in 1972. 


Mr, Candy: First permit for the hoarding was 
isswed on November 10, 1972. 

Mr. Gaunt: 1972? 

Mr. Candy: Other permits for the excavation, 
foundation and superstructure are being applied for as 
time goes on. 

Mr. Shibley: Mr. McCallum, is there a penalty 
clause in this agreement for payment of any sum in the event 
they fail to meet those deadlines? 

Mr, MeCallum: I don't remember one. 


Mr, Shibley: I didn't find one myself and I'd 


like to ask you what would be the consequence of non-compliance 


by Canada Square with paragraph 13? 
Me. MeCallum: I don't know. 


Mr, Shibley: Normally there would be provision 


(A) ro 
would there not, for a payment of so much per day by waaapels 


of penalty? 

Me. McCallum: No. No. I'm sure that would scare 
anybody off. What is involved as you know is that Hydro 
are going to on the strangth of this and taking their own 
changes on acts of God and other matters, going to terminate 
leases all over the city. This building is intended to 
relieve them from heavy obligations and make arrangements 
to let other people in, The chain reaction will be terrific. 
How you could possibly estimate or make any idea of the kind 
of damages you will suffer - I don't think it would be a very 


practical ... 
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Mr, Shibley: Well, that is what bothers me 
about the clause, if I may say so, with respect, to the 
draftsmen. There doesn't deem to be any formula laid down 
whereby without resorting to litigation the compensation to 
Hydro could be settled by formula > ieee of coming to 
some kind of an agreement at the time, But let us say that 
Canada Square took three months longer than anticipated and 


that that delay did not fall within the mm exceptions of 


mx paragraph 14, how does this contract visualize 





the resolution of what compensation, if any, is made by 
Canada Square to Hydro for failing to meet what you call a 
firm date? 

Mr, McCallum: Like most agreements when two parties 
make promises and one doesn't live up to his promise, the other 
has a right of action against him. It contemplates that kind 
of a remedy. 

Mr. Shibley: Did you not at any time consider a 
formula payment instead of leaving it because would you not 
agree with me, it's extremely difficult to prove out the full 
amount of the damages in that type of a litigation? It's 
an extremely awkward type of litigation to conduct. 

Me, MeCallum: Well, it may be difficult, I don't 
think it's nearly as difficult as trying to find the damages 
fromg a gas explosion or something but however, o.oo 

Mr, Shibley: I've been on that one too, 


Mr, McCallum: This sort of a thing is straight 





business damages that are related to other contracts and deals 
that other people made and are provable and are usually 
committed to writing. There is, therefore, that aspect of it. 

Now, to answer your first question as to whether we 
discussed it. I did not. Sige Whether Mr. Houser and Mr. Moog's 
lawyers did, I can't answer. 


Mr. Shibley: Okay. 
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Mp. McCallum: It was not brought to my attention, 

Mr. Allan: Well, Mr. Chairman, don't you think 
that this being a proposal is quite a different situation 
than a contract? It's very easy on a contract because already 
written into this is a penalty, on the Canada Square, if they 
don't complete on time. 

Mr. Genest: That is right. 

Mr. Allan: There is a penalty of interest, 
There is a penalty of lack of revenue so that - mind you, 
Canada Square have - they meet penalties if they don't meet 
this on time. 

Mr. Shibley: Well, I ®ealize they suffer losses 
also, Mr. Allan ... 

Me. Allan: Yes. 

Mr, Shibley: ...but what is concerning me are 
the losses of Hydro, which are contemplated to be covered 
by this clause. 

Mr. Genest: Mr. Shibley, are you saying that 
there is no right to damages? 

_Mp. Shibley: No, I am not saying that. That's 
My worry about this ... 

Mr, Chairman: Damages aren't spelled out. 

Mr. Genest: Sometimes better not to. 


Mr, Renwick: ...this matter, Mr. Chairman, doesn't 








concern me. There are enough countervailing pressures on 
Canada Square to get the thing built to ... 

Mr, Shibley: Okay, go on then, Mr. a... 

Mr, Chairman: Just one comment in view of what we 
have been saying earlier, Mr. MeCallum, 13(b), you said that 
these are definite outside dates - 13(b) - we don't know when 


e. 
hiteppeeeeebeedemm THAT GXPIRED, DO WEL 
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Mr. McCallum: Oh, but, Mr. Macbeth, I think Mr. Shibley 
isn't, Iam. 1 say it was the lst November and I have been trying 
to persuade him. It's a nice ge but I think I am pretty satisfied 
in my own mind where I stand. 

Mr. Genest: Mr. Chairman, perhaps it might be useful for me 


ne tn l Quan Sinrte lr. UeCallens, “et ie 
to point out, t-am-sure-Me=-Meesi while it occurs to me, the ground lease 





section 204 fo the eround lease, gives the right to Canada Square to 
terminate, for Hydro to terminate in the event that Canada Square should 


fail to proceed with the sertkionxcixiue 





erection of the building in 


an expeditious manner. So there is that added protection. 

Me. Renwick: Mr. @ Chairman, I would like Mr. MeCalilum 
to know that I am relying on him not only with respect to the general 
explanation but to draw oub attention specifically to elauses in the 
agreement which were subject to specific negotiation, or resulting 
compromése mg and where there was a real difference of opinion between 
Canada Square and Hydro. and I take it, up to this point in time, 
there hasn't been anything for practical purposes. 

Mr. MeCallum: No, I don't think there have been either, 
and I am perfeetly prepared to accept that, @@ Mr. Renwick, and do 
my level best to make everything clear to you. I may goof and it 
I do I would like to refer you to the two letters, youllremember, that 
we wrote to Hydro in which we referred to some of the places/were 
arguing and not able to resolve the arguments, and that will be of 
some assistance if I forget to bring it toe your attention, Ana, in 
akk addition to that, I will try and make a nove, When I get back here, 
to be sure that anything I have said today, that I have covered where 
we were AkHLNeXXE arguing at the time, bequase I think that is helpful 


for you to make a judgement. 


- 
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Mr. Shibley: I think in that respect, Mr. McCallum, 
you might make a note, not only to alert the commistee to discussion 
as between yourself and representatives of Canada Square, but 
discussion as between yourself and representatives of Hydro 
respecting the terms of the contract. 

Mr. McCallum: All right. I argued with them so much they 
as they just told me they wouldn't accept this or they wouldn't 
accept that, as the case may be, but I know what you mean auc (AL Hy ard 

Mr. ChairmaX: Mr. Genest is letting you down. He 
was supposed to be making these notes for you. 

Mr. MeCallum: He is talking in behind. He's got 
our roles mixed up again. 

Mr. Chairman: Well, lets get on. 


Mr. MeCallum: Just a eecond now, because I am writing 





for myself. Okay we will get on. 
, need 
IT don't think there is much I ww Say about 14, That 


i 2 


has to do gem with delay and eel Rectal delay there was, and finally 





it would get down to arbitration, I don't think that is of much 
importance. 
’ Pinishes," 15, if you will see in the third line finislws, 

The eonstnuction shall be in accordance with the approved samples; " 
WY nas to do with finishes and in a sense ties in with what we 
were talking about earlier. 

Paragraph 16, I don't see anything in that to bother you. 

Paragraph 7 is a typical clause where it says, in effect, 
thar Hydro ean request a re-examination of questioned work,and 
if you will look at the last four linesy "If the construction 
of such questioned work is found not to be substantially in 
accordance with the approved plans, Canada Square shall pay such 
costs and shall not be entitled # to an extension of time for 
completion of the building." 

Paragraph 18 - condemn and require. That is the clause 
that says, "The representative of Ontario Hydro may at any time 


and from time to time condemn and require, and thereupon Canada 


H-1987-3 

(Mr/ MeCailum) 
shall attend to the prompt removal from the site of all materials 
and Goristrietton failing to be substantially in accordance with 
the approved plans and Canada Square shall promptly replace such 
condemned materials and re~execute such condemned construction 
in accordance with the approved plans and Bae without expense to 
Ontario Wggge Hydro. " Now, I don't think I nedd say anything more 
about that. 

Paragraph 19 is, I think, one that the committee have 
heard about and Mr. Renwick has suggested I should spend a moment or 
two speaking about this one. Before I read Paragraph 19, 


what Paragraph 19 wa is saying 
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a -- is said -- because in the beginning we wanted Canada 

Square to have a performance bond to guarantee their obligations 

under this agreement to build that building, and they wouldn't go 

for it. They just said "no" and they gave reasons such as it 

was too expensive, it was going to cost a lot of money and they 
able 

didn't need it and they were financially/to build the building and 

generally "no" for whatever reasons they gave. 

We were trying then to find some way that we could see 
how close we could come to being able to ensure that the building 
would be constructed and “ier le at pains after having obtained 
this arrangement to report si to the commission as not being a 
peformance bond and they are7potole who are unaware of what 
performance bonds mean; but explained to them what we thought this 
would do and how it was this or they had to say to us -- we are 
not going to sign, you go back to Canada Square and tell them so. 
So in that sense, because you asked me to bring that to your 
attention, this paragraph was born. 

Now, what's behind this paragraph is this, that Canada 
Square must put in to the building at least $2 million of its own 
money . You heard Mr. Moog say yesterday, or whenever it was, not 
$2 million but $6 million he is putting in of his own money. He 
hasn_‘'t used bank loans to date. In any event, this says ‘you have 
to put in at least $2 million of your own money and then it goes 


on to say that Canada Square can't borrow any money d_uring the 


construction and use this land and ew this building as #® security 


for that loan until it has a valid commitment for a take-out? 





Me, Walker: What do you mean by a take-out? 
Mr. McCallum: I will just tell you about that ina 


minute. And in addition to that, it can only borrow money for 


Money actually used and ggm paid out in the construction of this 


building minus $2 million. Now, I will come back. That's the 


eC 
sense as I see the whole 4g this and its companion piece which is 
referred to in the ground lease. Will you just make a little note 
on that page -- if you say, "see also ground lease, definition page 


3, interim charge", you will see where I am going. 
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Mr. Shibley:Mr. MeCallum, in deference 
to Mr. Renwick's request to you, I would ask you to refer now to the 
position taken by Canada Square in the first instance respecting 
the disposition of this $2 million as reflected in one of your 
own memorandum, 

Mr. McCallum: I don't know if I can remember because, 
as you know, my girl got those ready and I haven't had a chance to 
read them wae yet but I think I can remember that initially -- 

Mr. Genest: Well what was the -- why don't you read 
the memorandum before you try to remember. 

Mr, MeCallum: An excellent idea, What's the date 
of it -- 

Mr. Shibley: Unfortunately it is in the file including 


undated memoranda but I think it is one of the very -- 


Mr. MeCallum: Here, find it. Do you know what it 





looks like? 


Mr. Shibley: It is the very first page, I think. 
je een eet oe. DA, LG 
That is one of the best exchanges todmer 





Mic, Mieibahretteat 





Mr. Shibley: It is the part that says "they say 
mortgage our land for interim and thus get out their first $2 million 
and this interim mortgage can be for any sum even if proceeds are 
not to be used on this fm job," and so on. As I say, Mr. 

Renwick has asked you to point out points of difference, 

Mr , MeCalium: Well, Mr. Shibley is helping me a great 
deal, tf have a memo which, as he pointed out, is undated but 
I will read you this part. I have written - it obviously has to 
do with negotiations with Canada Square, I have written this: 

"They say - mortgage our land for interim and thus get out their 


first $2 million and this interim mortgage can be for any sum == 
a 
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even if proceeds are not to be used on this job. 


We say such interim mortgage should only be good for 
the money actually spent $n the project minus two million dollars. 
Bank is his financer, therefore mortgage is just collateral, 
and bank would get paid and trade and material would not”. 
I think that is the part that applies, 

Mr. Shibley: Yes, that's right. 

Mr. M>eCallum:Ancd it does help my memory when we waz 
trying to arrive at a way in which Hydro would be protected 
our thought was that if they had to put two million dollars of 
their money out of their assets so that it couldn't be got for 
anybody else, arid then use that money in the construction of 
this building, then they had two million dollars they hadn't 
borrowed from somebody else was stuckk in and they weren't 
using our land or anything else as security. That was for 
starters. 

Then we said to ourselves the next thing to do is to 
make sure that they don't use this land to get any interim 
financing unless the money that they get from the interim financing 
goes right into the product so that there won't be anything on 
that land which hasn't been paid for and which has got security 
in the land. So that what we ended up doing was to say we 
will let you borrow against this land after you have started, aid 
after you have spent two million dollars, but only to the extent 
of moneys which are paid in respect of that building minus two 
million dollars, because never at any time are we going to let 
you get that two million dollars out, it has got to stay in 
until the end. 

Mr. Shibley: Yes. Canada Square's position initially 


was they wanted to get their two million out once they got under 


August 30, 1973 
¥,45-4.50 p.m. 
M.F. 


H - 1989 ~ 2 
(Mr. Shibley) 


way with construction, and this was a compromise. 
Mr. MeCallum: That's right. That is exactly what the memo 
‘Basi Mr. Shibley: And it was also a compromise with 
respect to the fact that Hydro was not being provided with a 
performanee bond. 
Mr, MaCallum: Yes, that's right. 
Mr. Shibley: This is in lieu of a performance bond. 
Mr. MeCallum: Well _it is to giv-e Hydro the assurance | 
that we were able to get at least from these people thatz----- 
Mr, Shibley: There is one element of this clause that 
I would iike yourgeomment on, and that is that if Hydro's property 
can be charged with the interim financing to the limit indicated, 
and if there is default on the part of Canada Square, then 
Hydro would be obligated to make good on that interim financing, 
is that correct? 
Mr. MocCallium: Yes, and Hydro would have this view? 
Upp oes ne ee had put the moneyup and you had the mortgage and 
I wwas Hydro, I would be saying to yous" Look, you have got a 
mortgage on there for $5 million. Now as to $2 million it is 
not it is not security at all,as you can see, and youpnave to 
prove to me that the remaining three <=----- 
Mr. Shibley: I understand. 
Mp. MeCallum: ha a6] pent on that site or it is not 
security for that either! 
Mr, Shibley: I realize. Now what is concerning me, 
however, is that the cost of the interim financing would also 
be assumed by Hydro without any limitation on the interest which 
is gheing charged therefore. In other words, the clause does 
not seem to put a limit on the rate of interest to which Canada 
Square might submit as part of itsg interim financing and for 
which interim financing it can pledge Hydro's building. Is 


that scovrect? 


Mr. McCallum: That's right, yes. And that comes 
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about as a result of two things. 

First of all we couldn't figure out a way that we 
could find out if they were determined ‘pa to keep it from 
us the true cost of financing. Whether they would put a 
mortgage on for $5 million and take $4 million, or something 
under it, and in effect they have got a bonus of one million 
right off the bat; and secondly we said to ourselves, we will 
give it to them another way. We wont let them borrow a nickel 
and therefore get us into that position until they have a 
bona fide take-out. 

Now you asked about a take-out. What that means is 


thavt they have a firm commitment for a total mortgage ammiammes 





as they say they have today, for instance. They can't borrow 
any money until they have that, and then you have goty proper 
bridge financing because at that point you have got a man going 
to whoever he is going to borrow on the security of this, as 


Mr. Shibley is saying, who goes in and he has got in his hand 





a firm commitment from a company that says J 
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(Mr. McCallum) 
Who goes-—-ti-and—he has 
company -thet-seys "I am going to let you have as soon as you have 
got this building up $45 million for 30 years at 8 per cent". At 





that point you don't have to pay. You are just not going to have 
to pay when they take a look at that deal; 27 per cent or some 
such thing and hidden bonuses and others; for the money. And you 
ean certainly rely, or at least we thought we could put large 
weight on the proposition that they are going to get their money 
then as cheaply as they can if they needed any further. 

The fact of the matter is I believe that at that time and 
under those circumstances you have probabiy got bank financing, and 
you are just not dealing with the meer usurers. 

Mr. Shibley: In this case I believe it is the Bank of 
Montreal which is providing interim financing according to the 
evidence we have seen. 

My. McCallum: I think the Bank of Montreal have told us 
they intend to get, but my understanding is they haven't drawn down 


a nickel from them yet.. 





Mr. Shibley: All right. 


Mr. MeCallum: So that's its reasonably aagmeeks academic. 





I just don't think that that is going to happen under those 
circumstances. 
Mr. Shibley: Okay. Will you carry on then? 


_Mr. McCallum: Now paragraph 20 on page 14, you don't need 
to do other than underline the two first lines. I don't think the 
rest of it will really bother you. 

At the bottom of the page, paragraph 21, if you just 
underline "Canada Square shall insure", that is the sense of it; they 


carry the burden to do it. 





H-1990-2 
(Mr. McCallum) 

Paragraph 22; 

"Canada Square shall make good any damage to the roads, 
fences, sidewalks and lands adjacent to the site...". Not more 
to it than that. 

Paragraph 23; 

"Canada Square shall not use or give others the right or 
permission to use any portion of the site, the Building or any 
other erections thereon as an advertising station...”. 

Paragraph 24; 

Mr. Walker: What about Canada Square....... 

Mr. MeCalium: Well it says unless you get our permission, 
and when I lock at those things on top of the towers that you are 
talking about, those pretty signs, I guess they are so well done 
that they must have got permission. But I know what you mean. 

I can think of other people who wouldn't mind to gét that exposure. 

Mr. Shibley: You have been expdsed to Mr.Moog. 

Mr. MeCallum: Well you are quite right. I can't deny that. 
I sure have been gage exposed to him.. 

Paragraph 24; it readly just simply says; 

"Canada Square will permit Ontario Hydro, mam ...... 
at all reasonable times to enter upon the site during construction” 
to do whatever they have to do. 

Paragrapn 25, the second line; 

"for the purpose of vehicular access.... shall use... only 
such accessway or ways gs have been approved by the City of Toronto's 
Comhissioner cof Buildings". 

About the middle on page 17. 

Paragraph 26; 

"Canada Square shall not sell or dispose of any earth.... 
from the site", 

Now, starting at paragraph 27, you get into a better 
description of the deal. 

Mr. Chairman, how about a recess. 

Mr. Chairman: Yes, sir, if you are ready for one, although 


I hope we will stop about 5:30 today. 


43:45 —- 4:5U pm 
CA 
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Mr. McCallum: I do too, but let's have a break. 


The committee recessed at 50 piclock, p.m. 
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SELECT COMMITTEE - HYDRO HEADQUARTERS 


The committee resumed at 5:05 o'clock, p.m. 

Mr. Chairman: Ladies and gentlemen, I call 
the meeting back to order, and ask you to carry on if you 
will, Mr. McCallum. 

Mr. Renwick: Mr. Chairman, I have clauses 
27, 28, 29 and 30 deal with that net lease question. 31 
with the leaseback. The only clause that I'm interested 
in, if this would speed it up at all, is clause 32, which 
is the building lease one. 

Mr, Chairman: Frankly, I like the way Mr. 
McCallum was proceeding, at least for a little while there. 
Just commenting what each paragraph had to deal with. So, 
if he'll just carry on that way, but maybe not spend too 
much time unless somebody asks you a question. 

Mr. McCallum: I'll go faster. Sit back 
then, and let's go. If you'll just start at number 27, 
you can mark in the margin there "net lease”. Because, as 
Mr. Renwick has pointed out to you, 27, 28, 29, 30 are 
going to deal with the net lease. 

Now, the net lease, you don't need to do much 
other than to note on that paragraph 27. It's for 30 years, 
you'll see that. Then at the bottom of the first paragraph 
on page 18, you can underline the words, "The Net Lease 
shall be executed and delivered by Ontario Hydro and Canadga 
Square prior to Ontario Hydro taking possession of the 
Building and the site." 

Then, in paragraph 28, you'll find this 
business of the rent. And you should just underline the 
U.S. $3.35. Now, you want to contrast that, because in 


your leaseback they picked up the foreign eschange difference 
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(Mr, McCallum) 

by making it Canadian moneys. So, here you underline"U.S. 
$3.35 ... on the aggregate rentable area of the Building...” 
"... plus U.S. $25,000 for the recessed areas..." So, that 
the total rent payable under there is really $3.35 a square 


foot plus $25,000, all in Seeteememex US money. 





Mr. Shibley: The $25,000 was a negotiated 
figure. 

Mr, McCallum: Yes, sir. Sorry. You're quite 
right bringing that to my attention. That was a negotiated 
figure. 

Over on page 20, I don't think you need to 
pay much attention to anything until you get over to page 
20. 


Mr. Allan: Mr. Chairman, it states somewhere, 





I think that I saw that the rental is based on American 
funds. And if the American funds are at a discount, that 
the benefit then comes to Hydro. 

Mr. McCallum: That's true, because -- it 
doesn't have to state it as such, but that's exactly what 
happens. 

Mr. Allan: It isn't mentioned here then. 

Mr. MeCallum: No, but that is it, too. Now, 
if you'll just look at page 20 --- 

Mr. Shibley: I'm sorry, Mr. McCallum, Tf 
think it will be of interest to the members who attended 
these buildings this morning to note on page 19, midway, 
"... the aggregate rentable area of the Building shall be 
the gross area measured to the inside finish of the permanent 
outer gg building walls or to the glass line where at least 
fifty per eent (50%) of the permanent..." and so on. That's 
referable to the saving effected by the mechanical system 


that's intended. But you can go on. 
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Mr. McCallum: Oh, yes. You're quite right. 
You're paying right out to the wali. 

Mr. Shibley: Yes. 

Mr. MeCallum: That's quite right. 

Mr. Shibley: Thank you. 

Mr. R.G. Hodgson: It affects the net lease, 
too. 

Mr. Shibley: And it affects all of the leases, 
yes. 

Mr. MeCailum: Well, sure, because you're 
paying for that space. 

The rental rate, if you just look down about 


mek ",,.,. the rental rate 





5, 6, 7 lines on page 20. 
under the Net Lease shall be reduced to the extent necessary 
so that after such reduction the payments of rental thereunder 
will be equal to the payments required to fully amortize 
the permanent financing of the Building over its term.... 
provided however there shall be no reduction in the rental 
under the Building Lease..." 

Now, the whole of that really boils down to 
something like this: if Canada Square borrows less than 
$45 million and, therefore, the payments are reduced on 
the mortgage, then the payments under this Net Lease are 
correspondingly reduced. But the payments under the $4.84 
lease, the building lease, are not. Ail that happens is 
that the difference still goes to Canada Square. They get 
$4.84, but this lease is tailored to just pay off that 
obligation. That's what Mr. Shibley brought to your 
attention in the very beginning, do you remember? This is 


what does it. 





Now, paragraph 29. And I think I'll g@just 


read quickly, if I may, Mr. Chairman, Paragraph 29, this 
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has to dak do with the order of registration. To heck 
with it. I won't read it, I'll tell you. The order of 
registration is as follows. If you want to make a note 

on the clean side of page 21. The first document to be 
registered is the ground lease. Second, net lease. Third, 
mortgage, Fourth, leaseback. Fifth, building lease. Now, 
what the rest of this paragraph on page 21 says is the 


MNaximun sae eee that can be borrowed on 





the first mortgage, no matter how good Hydro's covenant is, 
and no matter how valuable the new building, is $45 million 
Canadian, or, if the money is borrowed in the US, then the 
equivalent amount of American money on the date the money 


is taken down. 
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Now, just stopping for a minute: We are building 
a Canadian building. The limit on the borrowing is $45 canadian; 
and then it says, in effect, but if you're going to borrow 
your money in the States, so you can't borrow more then U.S. 
equivalent of $45 million Canadian. $45 million Canadian 
is really what you are building. 
Mr, Walker: In other words, what $45 million 
Canadian will buy in the United States? 
Mr. MeCallum: Yes. 
Mr. Walker: You are not saying that the 
equivalent being $45 million in the States? 
Mr. McCallum: No. No. Quite the contrary. Okay, OW | 
Mr. Allan: Mr. McCallum,, 
Mr . MeCallum: Sir? 


Mr. Allan: The last part of that paragraph - 





the draw.downs, the mention of the draw—downs in the American 
money, r Fhere is no American money comes into the picture 
is there, until the building has been compleéed? 

Mr. McCallum: Correct, sir. 
This is what is called a "completion loan". This is not 
a profress loan, where you get it as you go up. It's very 
important that when you come to think about such things 
as 1aens, "wea sohettdistotwsatnsriind oc'ndsgembieyse watee 
paid .2.5_ i 

Mr. Shibley: Is the appropriate place also to 
talke about the - when you talk about the liability for 
exchange, there was apparently debate as to whether when they 
talked of the variation from par, whether that would be as from 
the date of making of the agreement or the date of the take- 
down? 


Mr, MeCallum: Yes. 


H-1992 - 2 August 30,1973 
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Mr. Shibley: Is this the appropriate time to 
advise the committee that that was also a matter of 
negotiation? 

Mr. MeCallum: Yes, I can just reiterate what 
you've just said. It was a matter of negotiation and 
I had taken the position that it ought to be the date of 
the agreement, I guess it was, and the other side, throggh 


¢ Coles, said that it should be the date of the take. 





down and we had a good many discusséons on that while they 
had to educate me, aed Finally again Mr. Nastich hag to come 
down and take me by the hand and make me understand that what 
they were suggesting was perfectly appropriate. 

Mp, Shibley: All right. 

Mr . MeCallum: Therefore, that we ought to take it 
from the date of the take—down. 

Me, Shibley: Right. 

Mr. MeCaliums But you are quite right that was 
negotiated at some length because I was so dumb I couldn't get 
it through my head. That was the problem, 

Now, on paragraph 30 - let's see if I can cut this 
down for you ~ = don't think there is much there, It commences 
on the lease date but i don't think there is much that is 
invelived there from your point of view. 

Paragraph 31 deals with the leaseback and you'll 
notice that it says that the term of this lease ends one day 
before the term of the net lease. Well, that was really to 
prevent it being a complete wash, I think is the term, Mr. 
Shibley uses, or cancellation. This leaseback provides a 
vehicle te enable Hydro to pick up the foreign exchange risk. 
It turned out to be a very neat thing when we had come up 
with mv, because it enables the foreign exchange risk to be 
picked up. One is payable under the net lease, it's payable 
in American dollars and under the leaseback it's payable in 


Canada,dollars. It serves cther functions as well, as you'll see. 


~~ 
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(Mx. McCallum) 
On Page 23, it really says something like this ,—— 
the whole of that page, it meak says if Canada Square gets 
the commerclal space under the leaseback by paying Hydro 
$6.80 a square foot, » het me just stop for a minute - remember 
what's going on here - the commercial space in the building 
which totals some - from memory - 84,000 square feet, we'll say, 
that’s going to be Canada Square's Job, to be the proprietor 
of that, if you will, and make of it what it will and Hydro 
will participate with them. 
Se the deal Hydro made and it's contained here is 
nyou pay us $6.00 a foot for the whole of that space from day 
one whether you've got it rented or you haven't; you pay us 
$6.00 a foot for all the space on the upper concourse, I think 
Lt is'and as you get it rented, if you rent it for more money 
than $6.00, we, Hydro, want 50 per cent of everything you get 
more than $6.00." That's on what they call the upper concourse 


643, 0d0 
and it, I think, Of or 64,000 feet, That's their basic deal 


on that piece of land ... piece of penn 
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I take it that Hydro is committed to lease the whole of the office areé 
Mr. MeCallum: Yes, sir. 
Mr. Shibley: And that was also the subject of 
Nels ReGOLL Ese as I remember some of the documentation. At 
one time, was it not contemplated that Canada Square should be 
responsible for some 200,000 square feet in terms of the subyletting 
of that space Eid pending Hydro's needs therefore? 
Mr. MeCallum: Sir, it may have been but this afternoon 
I don't have a memory of it. 
Mr. Shibley: All right. 


Mr. MeCallium: sorry. 





Mr. Shibiley: In any event, Hydro's obligation ultimately 
became one cf paying rent on the whole of the office area -- 

Mr. MeCailum: Yes. 

Mr, Shibley: And with respect to the commercial 
premises =r 

Mr. MeCailum: Yes. 

Mr. Shibley: Could you outline to the committee what 
the situation is there? 

Mr, MeCailum: Yes, the commercial premises really divide 
into two sections, one I guess you could call the "upper concourse", 
Athat's where they intend to have the shops and so on. The deal 
there is that Canada Square pay Hydro $6.00 a square foot. I 
am just trying to get my thoughts straight. They pay them $6.00 
a square foot for that space. Then, it's theirs, They can turn 
around and rent rs heh the space to the various shopkeepers. As 
basil they get that space rented, there is a participation deal 
whereby if they rent, we'll say, to a Woolworth's or something and 
if they get $12.00, then Hydro would get 50 per cent of that 
additional $6.00. 


Mr. Shibley: Right... 








Meu MaGasiyes Ke 


Mr. Shibley: But the primary -- 





Mr. Allan: Can I stop you right there? 


Mr, MeCailum: Yes, sir, 


H-1993-2 Aug. 30/73 
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Allan: 
Mr ,/ Siwiiceaipaease-+ Supposing they rent a part of that 


space to the Bank of Nova fame Scotia for $12.00 a square foot 
or $15.00 a square foot and they rent some other space for $5.00 


a square foot, how is this commuted? 


Mr. MeCallum: Half of -- 
Mr. Allan: Computed, rather. 


Me, MeCallum: Well, they still -- the $5.00 a square 
foct is out of Moog's pocket. tough luck. He pays us $6.00. 
Anything he gets more -- 

Mr, Allan: It is on an average. 

Mr. MeCallum; No, sir. Anything he gets more, as 
I understand it. Now -- that's a good question though. I had 
better have a iook at the words before I just jump. 

Mr, Shibley: Yes, it is. 

Mr, MeCallum: You have a bad habit of asking very 


precise questions. 


Mr, Chairman: Mr, Allan is in this business. 
Mr. MeCallum: Yes, I know, and those of us see 


that listen to him appreciate it. I just thought I had better have 
a better look when he says things to me like that. 
Mr, Shibley: You wouldn't like to comment, Mr. 


Mr, MeCallum: Yes, it is averages Mr. Allan, It's 








the total rent received in respect of those 63 thousand some odd 
Square feet. Anything they get more than $6,00, we share in 
90-50 but if they took one man at 5 and one man at 12, to answer 
you, it would be 17 divided by 2. 

| Mr. Shibley: Well, just pursuing that, if ~ I may 


for you, Mr. Allan, do I take it then that during the period of 


earex vacany of any of that area that the failure of Canada Square 


— 


to realize rental therefrom falls into the ayarnae 





averaging 





‘process and would preclude any participation in the rental of 
certain of the areas for more than $6.00 a foot or could preclude 
it? 


Mr, McCallum: I am not sure I follow you. If what 
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you are saying -- 

Mr, Shibley: Let's say that they only got for the 
first five years, after completion, half of the area remained 
wee. Vacant and the other half was rented at $9.00 a foot, 
there would be no participation by Hydro in the surplus of $3.00 
because it shares the risks so to speak of the vacant area because 
of the averaging that's taking place. Is that right? 

Mr. MeCalium: No, Sesame, I'm not sure you are right. 
Here I will read it to you. You get $6.00 a foot, Hydro do and 
if you will look right in the middle of that # page, that $6.00 
a foot shall be augmented == do you see that word "augmented"? 

Mr, Shibley: Yes. 


Mr, MeCallum: “Shall be augmented in each year by the 





aggregate of one half of the amount, if any, by which the rental 
received in such year from subftenants “—- 
Mr. Shibley: Yes. 


/ 
Mr, MeCalilum: “Exceeds the aggregate rentable area 





of such space at $6.00 a foot,” 





H-1994 to follow) 
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Mr. Allan: That would lower the average. 
My. MeCallum: Yes. In other words, if you get the 
total rental area we will say if¢ 63,500¢and if that is multiplied 
by six and you get more than six times 63,500 feet, 50 per cent 
of it goes to Hydro. 
Mp. Shibley: It amaunts to the same thing. While there are 


vacancies, Hy#ro is sharing in that risk. 
Uwe VreCaMuun: I aurtinls tr the Bune ding | faa 


2s arr But it can't go below the s 





a 





Mr. MeCallum: But Hydro can't go below six; they share beyad $6 
the ) ; 

Mr. Shibley; I am only talking about /surplus, adit, 

Mr. MeCallum: Yes, I realize that. 


Mr. Allan: Now, explain the next two lines to us. 





Mr. MeCallum: Okay. From where I was? 


Mr. Shibley: Yes. 








Me, MeCallium: Well, the next one says the followings 
Whatever fraction of $40,000 - you are talking about another area, 
‘first of all, Mr, Allan, you are talking about 24,000 feet that is 
on a slightiy different area wak that I think Hydro call the bank 
space. Now, with respect to that, whatever fraction of - you get the 


} 
rented bears to the total space for rent. For example, if of the 


lesser of $40,000, or whatever fraction of $40,000 that space actually 


total 24,000 feet available for rent they rent 12,000 feet, then they 
have half the space rented and half not rented. Hydro get half of 
$40,000, or $20,000, They get the lesser of $40,000 or Gis teeta ak 
the frantion that is rented bears to the total available for rent. 
Does that make any sense to youg? Come back to my example. 


Mr. Shibley: I am having trouble too. Well, this was 





a negotiated item, also. 

Mr, MeCallum: It sure was. 

Mr. Shibley: And what this has to do, really, is the area 
to be oceupied by the bank. 

Me, MeCailum: Yes, bank or banks. Nota to.k Te hance 


of a bank / erotd lraak Akad 224?» 


H~-1994~2 


Mr. @ Shibley: Mami Bank or banks. Now, 24,000 square feet; 
$40,000 represents $15.00 a foot. 

Mr. Alian: No, a $1.50. 

Mr. Shibley: I am sorry, $1.50. 

Mr, Alian: A little more. | 

Me, MeCallum: Well, whatever it bears, I don't think you are 
going to he helped much by figuring out how much per foot. What they 
did there was, they for the longest time would give us nothing. The 
negotiations were - Forget it, that's us, we are going to take the 
risk on these things. In facet, that was their attitude with respect 
to nearly all the the commercial asppace . On this particular one, of 


all the things other than the so-called formula for the 





reduction of rent, I ean't think of anything that was more hotly gg 
eontested than this. It resulted from my going to the commission 


with that first letter reporting, and saying to them, "I can't 


pet Canada Square to agree to participate, or allow us to participate, 
in the rental that they get on that site} and they said to me, 

"Well, if they won't, then it's no deai”" So back T went to Canada 

aa Square that day or the next day and said exactly that to them? 

"Tf you don't allow us to participate in the rents which you get 

from that site, then it's no deal". That got them talking and 

after the talking it led to finally getting an offer from them that 
they would agree to pay us $40,000 for that space when they had it 


rented. 
Me. Shibley: Tt is a maximum. 
Mr, MeCallum: Yes, that is right. 

“? 


Me. Shibley: What is troubling both Mr, Allan and myself, 
Y think, for one thing, is what does Ly: really amount tof By 
example, can yau explain (B , the alternative, because it is the 
lesser of $40,00,0r whatever? 

Mr. MeCalium: I gave this example, Gupposing you have 
24,000 feet available for rent,and supposing you have 12,000 feet 
rented. At that point, the Moog people would have to pay us 


12 over 24 times 40, 


H-1994-3 Aug. 30/73 
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Mr, Shibley: Okay. 

Mr. Allan: In addition to the $6.00? 

Mr. MeCallum: No, sir. This is a new space. That is 
why I stopped early and said, remember I am talking about new 


oN 
commereial space. You see, there was 84,000 feet, sir, roughély, 


of eommercial space. 64,000 - I may not be using meeam@ exactly the 
‘Selatan 


right figures, but about 64,000 is for shops and stores, and 
i Hydto ir ° 
LEBER e Pe +they eall it the coneourse, or something. 





so on, 
That is the $6.00 stuff where he has to pay, $6 .00 come what may. 
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\ (Mr. MeCailum) 


The other he was holding on like to a nugget, he wanted that 
space for himself, and whatever he could make out of it he 
wanted, that was his argument. That's to the remaining 24,000 Qguase 
feet, and it was with respect to that remaining 2u , 000, Test 
that he finally was pried loose of $40,000, and the Commission 
said okay we will take the deal. 
Mr. Aijlan: Is that included in the space that we pay 
rent for? 
Mr. Gaunt: No. 
Mr. MeCallum: No, this is his space. He has got the 
whole space of some 84; rt pi . I will give you the exact Frys ant 
Mr. Allan: No, but he is leasing back the 63, 000f? 


Mr. McCallum: No, he is not. Look, forget the leasing 





back and look at the whole of the commercial space as being 
Moog's. if you put the whoTle of it in your mind as being his 
and not Hydro's at all and then think of it as follows: 

As to the 63, 000}réet, it is Moog's and for that 
privilege Moog paywa us $6.00 a foot, and in addition to that he 
gives us 50 per cent of anything he makes more than the anand 
$6.00 a foot, Forget that, that is one piece of commercial space. 

On another piece of commercial space that I think is 
about 24 DOOeet, he made the following deal: He said I will 


give you Seke@eaee $40,000 or whatever fraction I get of $403000, 





according to how much of this site I get rented, and that's all. 


Mr. Genest: Mr. ChairmanS Ps McCallum excuse me, I 








have a number of people here muttering who point out that 
maybe the only thing Mr. Coles agreeg with, the $6.00 applies to 
the whole of the space. On one part of it we have a 50-50 
participation; on Sete rics we have a maximum $40,000. 

Mr. Allan: That is a little more reasonable. 


Mr, McCallum: That is quite right, Mr. Chairman. 





I was looking at the bottom mm end of the page and not looking 
— 
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(Mr, MeCallum) 


at - the paragraph starts 3 She rental payable by Canada 
Square under the lease+back shall be augmented in each year 

by the aggregate of" - and then they go on and give these two 
examples. So in each case it is an add-on to the six dollars. 
@I am sorry, I misled you. 

Mr. Chairman: Weil I was going to ask you where the 
different spaces were but I don't need to ask you that now. 

Mr. Hendeson: I was out for the minute, Mr. Chairman, 
does this form part of the building at the ee 30 years 
or does Canada Square? continue j Pas 

Mr. MeCallum: No, this all becomes Hydro's at the end of 
30 years. 

Mr. Shibley: Is this area ineluded in the computation 
of the appraised value of the building? 

Mr. McCallum: Yes. 

Mr. Shibley: So that Hydro is paying the capital coast, 
so to speak? 


Me, MeCallum: Yes 





Mr, Shibley: It is not paying rent on that arvea, or is it? 
Mr, Henderson: Yes, we are. 


Mr. W. Hodgson: No, we are not. 








Mr, Allan: Oh yes we are, 





Sure, we are getting six bucks right back. 
_ getting - 
Mr. M-eCallum: We are Wimmsuag"Six bucks but we pay $4.84. 


eee 


Mr. Shibley: We pay $4.84 on the area; you get what back? 


Arne fan pr cninin t 








Mr. MeCallum: Six dollars plus your overages that we have 





been talking about. 
Mr. Shibley: Oh, this is an overage then? 


en Leone 


Mr. McCallum: Yes, these are participations whereby ------ 








Mr. Allan: But we don't get 50 per cent of the overage 





on this area? 


Mr. Genest: That is right. 
Se PTR HS CaP ENS 
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Mr. McCallum: No, we sure don't. 
Mr. Chairman: Mr. Henderson, are you through with your 
comments? 
Mr. Allan: The lesser of two items, you know that isn't 
a good word, lesser. 
Mr. Shibiey: Not from Hydro's point of view. It was a 
negotiated item I gather. 
Mr. MecCalium: Yes, that's the one everything else was 
drawn up and that one was still hanging out at the tail end. 


Mr. Chairman: Mr. Hodgson has a question. 





Mr. R. G. Hodgson: I just wanted to wait until you 
are through with this calculation. Mine is a related question, 
but it hasn't anything to do with that. 

Mr. MeCalium do you know what the Hydro banking poiicy is? 
For instance, I will give you an illustration of what I am talking 
about. Kiquor stores deal with the closest bank to the Hquor 
store; what is Hydro's banking policy? 

Mr. MeCallum: You mean where do they do their banking, gy q 
ies. Company ? 
Crenerennt 


Mr. R. G. Hodgson: Yes. 





Mr. McCallum: I really don't know, but I think the Bank 
of M@ntreal. 

Mr, R. G. Hodgson: Because that banking space would 
become very prime space if they had a policy such as the Liquor 
Control Board. 

Mr. MeCallum: Well I don't even know about the policy, 
Mr. Hodgson. The Bank of Montreal have had a building standing 
on this site as you know, that little building, for some time. 
There is no doubt the Bank of Montreal are going to want to get 
back in on this one. There is also no doubt that there is going 
to be some hectic negotiations to see how much they can get. 

The Bank of MOntreal are not using anywhere near 24, oodytest, and 


it wouldn:t take much of a guesser to understand that they don't 


fg need much more to make the money that they are making, they 


ail 
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have got everybody mpeg they need to get right now and 


there will be some ampke—Feaupnnose over what—«ttt—hempen 
haere 2e—-S Pelee; juUsee—as—2 prackieat iat tes bat 
ats = = Ott OEE AG altenre Sivre me Se oe Ser ow en oe ome 
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hassle I suppose over what will happen with the rest of that space, 
jrdaelided 


just as & a@mmeeeet matter. The Bank of Montreal obviously will 





want to get back there. 

Mr. Chairman: This really is the bank's space we are 
referring to? 

Mr. McCallum: Sure, but you know, a bank like to get tm bac! 
and they like to get back exclusively. Who needs an opponent right 
in the same building with you. And the facts of life being what 
they are. 

Mr. Allan: Hydro won't have to decide that. 

Mr. McCallum: Exactly. Mr. Moog has used that great 
ability of his to maximize his pecurnittane tas or another. But I 
bet you that is theproblem he faces. 


Mr, Shibley: I think what might hasesebe have been in 





Mr. Hodgson's mind is that bank space usually is rented at very 
premium rental rates. Isn't that so. 

Mr. McCallum: Well they do, unless you turn around and ¢# 
say to them "I'il tell younuknne I want you to take twice as much 


P TENO To 
as you need". Then banks Géacteerd 





think a little more realistically. 
If you just give them the space that they want they will be very 
grand with you. 

Mr. Shibley: Okay. Can we carry on then with the content. 

_Mr. McCallum: In clause 32 we get down to the building 

lease. 

Oh here are those figures I was giving to you. Let mej ust 
quickly read because I promised the chairman I'd try aid Patines 
off today. Well we have got to go some. 


Mr, Chairman: Well you don't mind your evidence being 





split Mr. MeCallum. I don't think we necessarily have to.. 

Mr. McCallum: No, but I Siggepeex sort of think it would be 
& good idea if we could finish this agreement before you spglit. 

Mr. Allan, if I could point out to you and the other members 
of the committee. 

Mr. Chairman: You are not working very closely with your 


co-partner today, Mr. McCallum. 


21 5Y © Dg5. pm 


no CA 
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Mr. McCallum: He doesn't lkke what Tam saying? 
Mr. Genest: Me? 
Mr. McCalium: Have I goofed again. He really stands on 
my toe when I make a mistake you know. He really does. 
Mr. Gaunt: That must hurt. 


Mr. MeCallum: Good for you Murray. 





Mr. Chairman: He may be after your toe again I think he 
has a date with a lady friend. However, carry on. 

Mr. Genest: That was no lady friend, that was my wife. 

Mr. Shibley: Carry on Mr. McCallum. 

My. MeCallum: Well I was just going to bring to your 
attention that if you were looking for the correct figures of what 
I have just now been talking AP about the commercial space you 
will see them set out, or reasonably correct in the first of 
paragraph 32. But then if I could go on over to page 25, because 
I think that is where it starts. If you are going to talk about 
the building lease. And it says; 

"The annual rental payable by Ontario Hydro under the 
j Building Lease shall be calculated at the rate of $4.84 per square 
foot (subject to escalation for increases in maintenance costs as 
set out in Article 9 of the Building Lease) on the aggregate rentable 
area of the Building ealculated in accordance with section 28 
(excluding the rentable area of the space on the ground floor, 
mezzanine and upper concourse not included in the Building Lease to 
be determined from the actual Building upon completion and certified 
by the Commission Architect," and so op/., 

"or, if they are unable to agree by any two of them; plus 
$25,000 for the recessed areas not included in the aggregate 
rentable area of the Building." 

Now if I can just stop there. What is being said there is 
that the rent under the building lease will be $4.84 a foot plus 
$25,000 ~ ant a flat and negotiated sum of $25,000. The $25,008 
got negotiated because, if you can see in that model out aHene 
front of the building, and down where the shops are going to be 


that ¥ 
heme are recessed well in underneath, and 





there are recessed areas, 


the argument was you should pay according to some formmla, you 


5:30 - 5:35 pm 
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(Mr. McCalium) 
should pay for that space. The other side said "We shouldn't pay 
for that space. We are not going to use it". The other side 
countered by saying "Yes, but it is going to add #@ immensely to 
the rents of those shops because it is a very great amenity to be 
used in conjunction with those shops". And so the argument went. 
Instead of paying them $4.84 a foot or something; the argument was 
that for the total of them they would pay $25,000. And eventually 
that was brought to the €ommission and they agreed forwhat is 
essentially outside space as you can see. | 
Mr. Shibley: While you are on that paragraph, would you 
explain the $4.84 being a set off net figure? 
Mr. MeCallum: Yes, I think I can do that for you. Jae 
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te the basic deal if you remember ,was $4.92 a foot. Hydro 


were going to pay all the taxes, wag. 1t was decided, however, 





that the entrepreneur ought to pay for the taxes on the 
commercial space that was really his pidgeon. Hydro got a 
figure from their real estate department of what taxes could 
be expected to be on that commercial space and they were told 
$1.08 a foot. And since the deal that we were then trying to 
strike was one which said, You've got the commercial space 

and you've got to pay the taxes on it too Canada BORGES GG 
you should pay it fight from the work go, we simply multiplied 
the total commercial space +I think Bill Coles will tell me 
if my arithmetic is rights,I think we multiplied 83,500 times 
$1.08 and that gave a sum of money, which sum of money, when 
YOU oe. 


Mr, Shibley; He's disagreeing with you. 
Fantini CN 





Mr. MoGalium: What was @Stegen-that we gave? 
Mr. Coles: Well, it's an average, Jim. If you 


| ma fentable 
take the total amount of mamta 


ape ce 








multiply that by $4.92 and multiply the concourse areas by 


then you take the rental.ares again @g o 





the building and divide it into that figure, you come up 
with an average of $4.84. 

Mr, MeCallums I don't understand any more now 
than I Weak the other time that we did it. But what it means 
is this: That the $4.84 is a reduction from $4.92 to reflect 
the fact that they are paying the taxes on the xa commercial 


Space from day one, 


Mr, Shihley: Hydro is paying the taxes? 





Mr. Allan: Mr. Coles doesn't agree with that. 


emia 


Mr. McCallum: No, you are paying cso 
Waa Lara eer 


Mr. Allan: His was quite a different explanation. 


ania! 
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Mr, McCallum: ... at a $1.08 from @® day one. 

Mr. Coles: We are paying $6.00 ... 

Mr, McCallum: That's right. Instead of $4.92. 

pes i 

Mr OS OF talking about rental and you are 

ee a ential 


talking about taxes. 





taxes me thot have 


Mr, Henderson: You are’ 


been vehucEat ths 


oem 


much +¢o allow for what the taxes 





will be on that portion. 

Me, MeCallum: Yes, we said to a think the 
taxes, according to our real estate people, are going to 
be $1.08 a foot om the commercial space. We want you to pay 
that $1.08 a foot on the commereial ernee hed if you make the 
necessary arithmetic cagé@culations, which I didn't make at the 
time, you will find out that it will affect a reduction on the 
space that is left from $4.92 to $4.84 a foot. 

Now, if I haven't got the arithmetic..I think it 
is very close to what I said 4.» 

Me, Henderson: You are setting the taxes too, 


are you not, Jim? 


Mr, McCallum: We are taking a guess that they 





cone. 


are $1.08. If th® taxes are less, it's good for us. If the 
taxes are more, it's bad for us. 


Mr, Allan: Does this continue for 30 years 





with no adjustment? 


Mr. MeCalium: Yes. 


Trees 


Mexxtmaiemanx Well, now, wait a minute. On the 





tax escalations, all the tax escalations that come in after 
‘that they promise to get those from the tenants and to pass 
them on to us. But to tell you how we got $4.84 first before 
you start considering escalations the answer is yes, we are 
protected on escalations too of taxes. 

But the $4.84 is the result of a calculation. 

Mr. Allan: Mr. Coles wants to make a speech. 


VA C alum 


ak m9 Ca 
Mr ° Cuan topeg tReet 






:- By all means let him get in to thea 


qa 
act. 
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Mr. Coles: It is really just one simple 





calculation. me. Instead of Hydro paying $4.92 on the 
whole building and us paying them $6.00 back on the 
commercial space, we netted the two figures: and that's how 
we come m up with an average of $4.84, 


Mr, Allan: It has nothing to do with the taxes 
ha lai en 


at all? 
Me, Shibley: No. 
cece TOL OT 
Mr. Coles: No, how the $6.00 figure was arrived 
eae 


at is connected with taxes ,but as far as the $4.84 is concerned, 
the taxes have no relationship in that, no. 


Mr. Me@akkemx Gaunt: So the $4.84 is really an 






average? 
WeCatlumas : 
eee Yes, but the $4.92 n'y wash, 






=e-©n the two sides, taxmeaktxx 
That is the reason I was using $.1.08. 

Mr . Henderson: Let's get it straight: Is this 
taxes - this eight cents’ difference? 

Me, Coles: $1.08. 





— 


Mr, McCallum: Hydro says it WAB 5 that the difference 


Spe ET 


between the ..Hydro said that the $1.08 was their estimate 
of the cost of the taxes in respect to that area. What he 
said it was i'm blessed if I know. 


Mr, Henderson: Well, he said a little different, 


“ 


commana 


G@ikmikxae? than you did. 





Mr. Shibley: And I think the amummenkxinxamx 


ESS 


documents will bear out Mr. Coles. iI have seen some documentation 
to the same effect. 
Me. Coles: 


aaa cmminiliiaien) 
Hydro paying us $4.92 on eve 






$6.00 back on the commercial space, we just me netted the two 
figures and it averaged out to $4.84. 
Mr, Shibley: That is right. That's 


the documents. RO 
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5.40 to 5.45 pm 
DT 
(Mr. Genest) 
but_it_is—anaverage- fieur—on+thebuilding, on the whole rentable 
Me ._MeCatiun Nia ot Kw quarreting with that, but 


not. the dict Perermecee iy PTAWE S Vetwre er 
Mr . *> Chairman: Gentlemen, may I just interrupt for 
a minute. We are giving Hansard here quite a difficult time and 
if this is to be on record and of any help to the committee if we 
are going to -- 
Mr, Genest: May I suggest, Mr. Chairman, I don't think 


you are going to finish at this rate. You are not going to 


finish -- 
Mr. Chairman: You are worrying about that lady friend? 
Mr. Genest: No, she is used to waiting. I think we 
should get -- rather than clutter up the record with speculations, 


why don't we refresh Mr. MeCallum's memory -- 





Mr. Genest: ~~ Mgwx And bring in Mr. Coles and come 
up with an agreed answer on that. 
Me, Chairman: I think it is a good place to take a 
anyway 
break and we have got to go back to Mr. McCallum ammexe and I don't 





think we are going to finish this tonight. I think you have some 
fu_rther questioning of Mr. McCallum, have you not? 

Mr. Chairman: So that we are not going to finish with 
you tonight anyway. So, if we will break now -- 

Mr, McCallum: But you are going ahead with Mr. Moog 
on Tuesday? 

Me, #& Chairman: And the thought is to go ahead with 
Mr. Moog, as I understand it, Mr. Shibley on -- 

Mr, Shibley: On Tuesday. 

Mr. Chairman: When we reconvene -- 

_ Mr. McCallum: Mr. Moog and his other witnesses as 


it were, 


Mr, Shibley: What I think I wili do is complete Mr. 
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Moog and then complete your evidence, because it is too hard to 
leave it @ too long to complete. I think it would be better 
tamnz if Mr. Finlayson has no objection, to complete Mr. Moog, 
then to complete your testimony. That fits in pretty well 
anyway . 

Mr, Finlayson: And after Mr. McCallum, to go back to 
the other Canada Square witnesses? 

Mr. Shibley: I am intending, over the weekend, to 
try to schedule the line up of witnesses on almost a day-to-day 
basis and my present instinct is to go that route, yes. 
tama 

Mr. Finlayson: We appreciate that -- we are not 


going to hold you to that, - 


Mr. Shibley: There may be variations in that - 
Mr. Finlayson: But that is your present intention? 


Mr. Shibley: Right. 

Mr. Finlayson: Thank you. 

Mr. Chairman: Perhaps the three lawyers, Mr. 
Finlayson, Mr. MeCallum andgma yourself can let one another know 
over the weekend how you intend to proceed. 


Mr, Shibley : What I am hoping to do is by tomorrow 





to have some kind of a line-up. I am a little worred about 
getting people available. I am hoping to fire in more than one 
witness per day on given days. 

Mr. Chairman: Well, thank you all for your help and 
co-operation and hope you all have a good weekend, We are 
adjourned until 10 a.m, on Tuesday morning next. 


The committee adjourned at 5.43 o'clock, p.m. 
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SELECT COMMITTEE - HYDRO HEADQUARTERS PLG 
]999-31 
Mr. Chairman: Ladies and gentlemen, I call the meeting 
to order. Mr. Renwick has a statement, or a brief question 
he wants to put. Mr. Moog, I believe has a statemenmt to make, 
and then I understand that Mr. Shibley wants to produce the 


ME 
fies file through a representative eam of the A. FE. Ames 


Company, and then immediately back to Mr. Moog again. 

Mr. Renwick: Mr. Chairman, my remarks can't be dignified 
as a statement. I just wanted to request, Mr. Chairman, that 
Mr. Smith and Mrs. Shuttleworth be recalled briefly to answer 
two or three or four questions that I am anxious to put to them. 
The reason I make the request is that, as you know, IT have, and 
I am sure other members have as well as myself, taken the 
threat reported in the Globe and Mail on April 30, and referred 
to in Exhibit L72pto have been the precinitating cause of this 
inquiry, and a perusal of the evidence as to the origin of the 
threat, the motivation behind it, and whether or not the words 
which patently ion their sling a threatening connotation 
were in fact a threat, are questions of primary responsibility 
for the committee to arrive at a clear-cut decision, and T 
therefore, having perused Mr. Smith and Mrs. Shuttleworth's 
evidence, want to ask specific direct questions of them to 
ascertain whether or not they are prepared or able to state who 
it was who made the specific statement which is reported by Mr. 
McAuliffe in the Globe and Mail on April 30 and I would hope 
that the committee would accede to that request. I don't think 
it would take very long. Certainly it won't so far as I am 
| concerned and I would make the request now so that it can be 
carried out with the least inconvenience to Mr. Smith and to 
| Mrs. Shuttleworth. 
Mr. Chairman: Thank you Mr. Renwick. I g know you are 
"concerned on that point. Regrettably Mr. Smith and Mrs. 


| Shuttleworth have each been back Suipeshue as you say, it is an 


important point and if it would help you clear the matter up, help 


all of us clear the matter up, I don't think it will take long, and 


Sept. 4, 1973 
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=~ (Mr. Chairman) 
I think it is a reasonable thing to do. 


Me. Henderson: Mr. Chairman, I am in agreement. I 





am getting into a tight schedule with my other committee and 
I was wondering if any way next Monday or Tuesday, Jim, that you 
might be able to get them to come in. 

Mr. Chairman: Well I think we will have @ to leave it 
a little bit to Mr. Shibley to try and work at their convenience 
a little bit this time, as well as our own, but... 


Mr. Renwick: Perhaps MR. Henderson could let Mr. 





Shibley know what dates he will be... 


Mr. Henderson: Well next Monday and Tuesday...I am 





going to leave you this afternoon for the other committee for 
a while and again tomorrow morning. 


Mr. Shibley: Will you be available next Monday? 





Mr. Henderson: I will be at this committee next 


SRR ERED 


Monday and Tuesday. 


Mr. Shibley: I will arrange that for Monday next. 





My, Henderson: But I wont be there the rest of next 








week. I have other commitements. 


Mr. Shibley: I will make particular arrangements to 





do that. I am hoping that by the time we complete Mr. McCallum's 
evidence that the remaining witnesses are relatively short and 
I think we can arrange things so that that can be done. 


Mr. Henderson: Thank you. I appreciate that. 








Me. Chairman: Mr. Moog, I understand you ge have had 
a weekend in New York and have to report on the activities 
going on in that big city. 


Mr. Moog: That is right Mr. Chairman. 





Mr. Deans: You are smiling. 
ee) 


Mr. Moog: Yes I am smiling. 





Mr. Renwick: ...+6+....the Labour Day parade. 


Mr. Moog: I have a short statement here in regards to 





our meeting and also what the financing touches on in general. 


I would like to read it: 
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As a result of our meeting Friday I am able 
to report that Canada Square Corporation and the Prudential 
Insurance Company of America have reached complete agreement 
on all points regarding the bond purchase agreement. There 
is great mutual respect between our two companies and there 
is no question that Prudential tases our efforts 
to keep its name and the dealings between our two companies 
as confidential as possible. 
As already brought out in the evidence, low-cost 
permanent financing is the most important aspect of the 
Canada Square-Hydro transaction and from Canada §quare's point 
of view, the continuing availability was the only matter of 
real concern to it. 
This issue has now been resolved by Canada Square 
better than anticipated by any of its competitors or others. 
Hydro bought Canada Square's ability in all phases of the 
development industry, including its ability to finance in 
amore ingenious way than others, permitting it to put its 
dollars into the building rather than into higher interest 
charges. 
So chat there will be absolutely no misunderstanding, 
I would like once more to make it clear to this Committee that 
Canada Square is able and will fulfil its commitments to 
Hydro and that Hydro is receiving its outstanding benefits 
under its contract with €anada Square in spite of this 
inquiry and not, as it has been attempted to construct, 
because of this inquiry. 
| From the very outset Canada Square agreed with 


Hydro, by virtue of paragraphs 5, 6 and 7 of the agreement, 











to build a building to the complete satisfaction of Hydro and 


to have the building, where necessary, redesigned by Hydro's 





architects. 
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Even before the contract was signed the building 
was being substantially redesigned by Gordon Adamson & 
Associates and Canada Square. It has built a much more 
expensive and elaborate podium and has also made the 
changes recommended by the Adamson firm in the tower, all at 
its own expense and long before any thought of any inquiry. 

Particular issue was taken with the fact that 
a much more expensive ceiling is being installed, the 
innuendo being that this has happened because of the 
inquiry. Let me clear up this point S&m once and for all. 

In one of the very first meetings with Mr. Candy I personally 
stated, and was backed up by my architect, that the ceiling 
systems presently being used in office buildings are due 

for a complete revision. I had told Mr. Candy in one of 

our very first interviews that we were working to give him 

a much superior ceiling, at our expense, than that shown even 
in our own building, the Transamerica Building. I called it 
a three-dimensional ceiling and told him that I hoped that 

it would be fully integrated to include lighting, acoustics, 
air-conditioning, and supply of power and telephone. I 
promised Mr. Candy that we would make a special effort to 
give him something better than a flat ceiling by the time 

the ceiling contract would be let. We have done exactly that. 

Finally I want onee more to gqhickly go over the 
curtain wall ™ contract. We could have saved substangial 
amounts of money by giving Hydro a curtain wall made out of 
reflective glass which would have the coating on the outside. 
However, it was our worry that 15 or 20 years hence, or maybe 
at the time Hydro takes over the building in 30 years, there would 
have been some abrasions and scratches even through the mere 
process of window washing. Without even going into much 
detail with Hydro on that aspect, we selected the particular 
curtain wall presently contracted Se has the 


reflective coating on the inside of the outside panel. 


> = a 


=i 
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(Mr. Moog) 

I am making the above points once more in my 
language to make it absolutely clear to this Committee 
that it wasn't this hearing that caused us to do the 
above or that influenced our thinking to give Hydro the 
building as presently conceived and constructed. 

Mr. Chairman: Thank you, Mr. Moog. 


SE Ry TID 
Mr. Moog: I have copies of this statement, if 





that is any help. 
Mr. Chairman: I think we'd be glad to have them. 
Mr. Shibley: Mr. Migs Moog, if you'll just give 
way for the next few minutes to Mr. Johnson of Ames, I'd like 
to prove i certain of the documents in thepr file through 
him and then we'll resume in a few minutes. 


Mr, Moog: Thank you. 





Mr, Chairman: I might say we are very happy, 
AE 
Mr. Moog, to hear that you've come to a definite and 
Satisfactory conclusion with your negotiations. 


Mr, Moog: so are oid hao Chairman. 


WILLIAM ALBERT JOHNSON, sworn. 
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Mr, Shibley: Mr. Johnson, with what firm 
are you associated? 

Mr. Johnson: A.E. Ames and Company Limited. 

Mr. Shibley: And for what period of time 
have you been with that company? 

Mr. Johnson: Since 1966. 

Mr. Shibley: Have you been the person 
primarily responsible for dealings with @amda Canada Square, 
referable to the permanent financing for the head office 

building of Hydro? 

Mr. Johnson: Yes. 

Mr. Shibley: I understand that only Mr. 
Bellamy of your firm supplemented your own efforts. Is 
that corpect? 

Mr. Johnson: That would be correct. 

Mr. Shibley: I am producing to you Lfand iL 
know you have your full file in front of youL|but I have 
made a selection of documents from your file which is in 
the blue folder to your right. And all I intend, without 
asking you questions about content}|and I would ask the 
committee members to desist their temptation to ask 
questions of the witness, because all I'm doing now is 
having these documents identified. I will be examining Mr. 
Moog vis-a-vis them. JI would also ask the press not to 
publish content. I'm expecting to complete examination 
of Mr. Moog this morning, certainly as far as this file 
is concerned, but ir if for any reason I don't get through 
it in time, I would ask the press not to deal with matters 
in the file that aren't ake already covered with Mr. Moog. 

Now, the first document indicates a date of 
October 27, 1971. I take it this is the gist of a 
conversation with Mr. Mog in that year, of a preliminary 


nature. Is that correct? 
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Mr. 


Johnson: 


Shibley: 


Mr. 


Sept. 4/73 
10:20 ~ 10:25 am. 
M.S. 


That's correct. 


And then the next series of 


documents are handwritten notes of your own, making 


computations in that respect. 


four pares. Me xxt@hnsxanx 


i971? 


Mr. 


Chairman: 


whole file as one exhibit? 


Mr. 

Mr. 
next number, 

Mr 


Mr. 


Shibley: 


Chairman: 


. Renwick: 


Shibley: 


Mr. 


Chairman: 


» Renwick: 


Mr 


Mr. 


Johnson: 





done in 1971 or in early Ren Py ate ery I 


Mr. Shibley: 
Mr . - Johnson: 
Mr. Shibley: 


Is that correct? The next 


Those would be notes made in 
Mr. Shibley, may we mark the 


Yes. 


Number 223, I believe, is the 


What is 222? 

The photographs. 

Oh, the photographs. 
Thank you. 


I ean't be sure if those were 


poe Leaye it Neen « 


Soe T You say OT eq eariy 1 19729" 


Well, or in 19728 
Or in 1972. All right. Well, 


we'jll leave that as an open question as to date. You might 


consider that be®ore you return, Mr. Johnson. Just before 


ms, ns 
we go into 1972 clearly on the next document. wHor 1971 
3 


discussions, had there been any discussion referable to 


the Prudential? 





Mr. Johnson: 
Mr, Shibley: 





No. 


No. Then the next document is 


dated July 25, 1972, and I understand Emax this is the 


result of a discussion with Mr. Moog? Is that correct? 


Minx xx 
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Mr. Johnson: Yes, that is correct. 


Mr. Shibley: On the date indicated? 
Mr. Jphnson: Yes. 
Mr. Shibley: And there was an interruption then from 
the’71 communication with you until mid-July. Is that right? 
Mr. Johnson: That would be approximately right. 
Mr. Shibley: This is sort of a resumption of contact 
with you. Is that right? 
Mr. Johnson: Yes - weli,I ean't be sure of that, Mr. 
Shibley. 
Mr. Shibley: All right. Then the next aocunentglare 
hand-written notes. Are they your notes? 
Mr. Johnson: Are you talking page by page now? 
Mr. Shibley: Yes. You have got five pages of hand- 
written notes starting “borrow the equivalent of $40 million". 
Mr WJohnson: Oh, excuse me3 hd eet Blot Pe A July 25, 
you are assuming there are three or four pages that fol “low it? 


Mr. Shibley: Yes, that is right. Then the next document 


APL IRL OITA 








I have y Ou ats SaeX had indicated to me that this twas probaly 
SLA 6 HR, 
compile reapinthe period July 25th to July 28th? 


Mr. Johnson: That would be correct. 


A 


Mr. Shibley: Yes. And that sic next five pages 





were compiled during that period of times is that right? 


Mr. Johnson: Correct. 


SS GP Se 9 Re TO 


Mr. Shibley: And then you have the July 28th document - 


A OTE TEI 


the date is a little scrambjed, but that is July 28th? 


Mr. Johnson: Yes, it is. 





Mr. Shibley: And in this connection this recites 
communications you had with Metropolitan Life? 


Mr. Johnson: That is correct. 
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Mr. Shibley: And then the next document is dated 
August 3rd and this recites communications you had with Sun 
Life? 

Mr, Johnson: That is correct. 

Mr, Shibley: And the next document, August 4th, is a 
notes of 2 conversation with Mr. Bradshaw? 

_Mr . Johnson: That is correct - the top of the document 
is, I am sorry. 

Mr. Shibley: I beg your pardon? 

Mr. Johnson: The top of the document is. 


Mr. Shib ley: Thank you, yes. And that conversation 





was held on August 4th? 


Mr, Johnson: Yes. 





Mr, Shibley: The bottom of the document is referable 
to a further conversation with Bradshaw on August 29th? 


Mr, Johnson: Correct. 





Mr, Shibley: Then the next document - you have told me - 
was probably compiled during the week ending September eend, 
just to assis you. That is the one page. 


Mr. Johnson: Right. 


TEE: 





Mr. Shibley: And that's notes of a conversation you 


Soecaceraes oer, 





had with Mr. Moog? 


Mr. Johnson: Yes. 


So AT 





‘Mr. Shibiey: Then the next documents are notes of yours 
to the file. At this point in time I think you were noting it 
for the information of othervs within the firm? and gta 
outline your understanding of what was intended for the titanic 
at that time? September 22? 

Mr. Johnson: Yes. 

Mr, Shibley: Then the next document, September 29,972, 
call from Lynn 3 that is Lynn Goth, the president of Ames in New 
York, is that correct? 


Mr, Johnson: That is correct. 





sepu. +, 19/3 
10 ~25-10.30 a.m. 
M.F. 


H - 2002 - 3 


Mr. Shibley: And these again are your notes? 





Mr. Johnson: Yes, 

Mr. Shibley: And on the bottom of that page you have 
got “call Moog 4.10, September 28} sand my memory of our discussion 
is that you believe you had your conversation with &Kynn Goth 
on the 28th, called Moog the same day, and made the notes of the 
conversation with Lynn the following day? 

Mr. Johnson: Well,I would have made the notes at the 
same time. I probably dated the document the following day. 

Mr. Shibley: Right, but in any event it indicates a - 
and did you communicate this information to Mr. Moog on that 


date as indicated? 


Yes, T waxed ink Sos 


Mr. Johnson:x Daas 
er EI REI 





Mr. Shibley: Then the next document is October t.°%2; 





Again these are just computations that ymwere making at that 
time based on information provided by Mr. Moog? Is that correct? 

Mr. Johnson: That's correct, 

Mr. Shibdley: And the next document indicates the 
scheduling of air trips to New York to visit with the Prudential, 
I believe? 

Mr. Johnson: That's correct. 

Mr. Shibley: The next document # October 3,°72, is the 
draft of a Commission agreement for your services - the next two 
Pages > is that correct? 


Mr, Johnson: Yes, that's correct. 





Mr. Shibley: And then the next document is a redraft 
of the same Commission agreement dated October 5ths is that correct? 
Mr, Johnson: That is correct. 
Mr. Shibley: The next document on the long form is with 
Fred Ferber, etc. You indicated to me that this constitutes 
notes taken at your meeting in New York with the Prudential on 


October 4th? 


Mr. Johnson: That would be correct. 
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4%r. Shibley¥s Tl a 
ORE: Sp ie sacs Sane nai a ee aa 


{ Ri - 1. @ s 
owe COCUMEIE. 28, 1 think, from the same meeting, was it not, 
this quality of leasé, etc? 


Mr, Johnson: It may have been, @or conversation held. 


ee 





My. Shibley: Yes, and the indication of names on the 
bottom therefore, are names of people within Blakes who might have 
been wge retained for the transaction by the Prudential, itexmdex 
a8 that correct? 


Mr. Jonnson: That's correct. 


Sola EVE TPNT TERETE! 





My. Shibley: And ail of this document again is for 


rate rarer 


October 4, 1972? 


Mr. Johnson: L woulda think 3c. 


streurey 





SOR SST RTS RAED 


My. Shibley; Then the next document is October 30, 1972 


PRS RRL NEI 


a 
a 


and these are your notes againgresuiting, from conversations with 
whom? 

wr. Jonnpen:.. I suspect. the first top of the paze was 
IMME ITER i do ca 


done probably tormy own. use, again calculations yjust recite what «to 


Nxte) 





neve, wae. though the bottom item where the rate was changed , I 


suspect, waa a conversation with Mr. Moog or in Mr. Moog's office. 


ay ee ae ip creugiedary 
The bottom o f it, I believe, was conversation Wmase“an attempt 


he oe 


wae to find out some information that the lender was asking. 


Mr, Shibley: Right. And then the next page where it 


eT EERE AMIR SIMA 


Says” "Steadman says", that's just a continuation of the same 
document? 


Mir... Johnson:,. That's correct, 


ST RT CT TN CNL AY FW 


Mr. Shibley: Then there's a document October 31 setting 


Pee ITO UNIROSS 


out @ certain sections of the Power Commission Act and the Public 


mWworks Act, this was in pursuit of information referable to questions 


t & 
e 


by the lenderg, is that correct 


mY 
Mr. Johnson: Yes, they 're yyown notes. 


TART ne ene Seem ART 


Mr. Shibley:.. Then, another document, October 31, 1972, 


a a a a a] 


Starting: "Moogr-Ben Huiloway"; he's of Equitable is he not? 





Mr. Johnson: TI understand so. I don't know the 


Sa eS ee ee 





Se 


sentleman. 


H 2003-2 Sep. 4/73 
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Mr, Shibley: Did that note result from discussion 
with Mr. Moog? 
Mr, Johnson: I would assume so, yes. 
Mr. Shibley: And refers to, I take it, a possible 
alternative of Equitable forming up a consortium? 
Mr. Johnson: That ser rect. 
Mr, Shibley: Right. Then, on the next page, Fred 
Ferber, he is with Prudential isn't he? 
Mr, Si Johnson: That is correct. 
+ A Np ae vee ceee | 66 talk 94 
Mr. Shibley: And who's arles Is he also with 
Prudential? 
Mr. Johnson: Yes. 
Mr . Shibley: @immee Charles whom? Oh, that's Ray 


Charles. 


Mr. @ Johnson: Ray Charles. 


Mr. Shibley: And this document, you told me, is 





sometime in the early part of November, 1972? 

Mr. Johnson: Yes, I would think so. 

Mr. Shibley: Then the next document, November 3, 
again Fred Ferber, are these notes of conversations you had with 
him? 


Mr, Johnson: Yes. 





Mr. Shibley: Is the whole of the document referable 





to conversations with him or is it someone else? 


Mr. Johnson: No, I would think it would all be with him. 





Mr, Shibley: Then, the next document is the letter of 
November 8 which is the first of the two letters forming the 
commitment of the Prudential to Canada Semmmgm Square, is that correct’ 


Mr. Johnson: Yes, that's a reporting letter to Canada 





Square, 


Mr, Shibley: Yes, I noticed in that it says that B® the 





Prudential agreed to provide financing for this project subject 
to approval of their investment committee, We can move on to the 
next document dated November 8, Fred Ferber gms again, are you 


still with me? 


H 2003-3 Zm Sep. 4/73 
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Mr. Johnson: No, November 8? 





Mr, Shibley: November 8, yes. Right after the 





commitment letter there is another handwritten document. 


Mr . Johnson: Yes, 





Mr. Shibley: November 8, Fred Ferber. 

Mr. Johnson: Yes. 

Mr, Shibley: He's with the Prudential, You see: 
"Can't sue without consent". Was that the content of conversation 
you had with him at that time? 

Mr. Johnson: Yes. 

Mr. Shibley: The next document is November 10, 1972. 
I take it this was the formula for the calculation of your commission 


in the amount of $180,000 g@@® is that correct? There's two pages. 
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Mr. Johnson: They again were internal working 
documents that we were L2L09: 

Mr. Shibley: Yes, but that is what the 180 is. It 
is your commission that you were going to contend for. 

Mr. Johnson: Yes. 

Mr. Shibley: And then a letter of November 16, 1972, 
to which is appendixed an article of the Globe and Mail, gated 
November 14, Did you remit that to Mr. Ferber? That is ydjir 
letter. 

Mr. Johnson: Yes. 

Mr. Shibley: Then, we have seen this next letter. 
This is the November 17, 1972, letter setting out the provision 
for payment to your firm by Canada Square and we don't have to 
deal with it. The next two documents are telex, 1 gather. Is 
that correct? 

Mr. Johnson: That is correct. 

Mr. Shibley: These are from the Prudential. I am 
sorry, from you to the Prudential and from the Prudential... 

Mr. Johnson: The first telex, which is the one 
addressed to me, is sent by Paul Fisher to me in Montreal, and 


the second one is my reply to him. 


Mr. Shibley: Yes. Just so it will be clear, when it 





says: "My man on Ontario Hydro has left for New York to price 
the Ontario issue", just so we are not confused on that, what 
does @that mean? 


Mr. Johnson: Well, I had asked him if he my could find 





out who I should contact at Hydro to get the statistical 
information that Prudential were asking for. 

Mr. Shibley: "Price the Ontario issue" is what I am 
interested in. 

Mr. Johnson: Oh well, at the time there was gw Ontario 


public financing in New York, and the person he knew at Hydro was 


down to negotiate the pricing. 


2004-2 Sept. 4/73 
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Mr. Shibley: All right. Then, the next document is 


ON TEE LEE EAI LITLE) 


the @&® letter of December 21, and this is @@® the secondghalf, 


if you like, of the commit@ment , advising that on December 12 

the Finance Committee approved the purchase of 45 million, 

8 percent, 30 year notes of Canada Square. Is that correct? 
Mr. Johnson: That is correct. 


Mr. Shibley: Well then, the next is a draft of a letter 


from your firm to the Prudential, reporting on certain information 
requested, referable to Canada Square. Is that correct? 

Mr. Johnson: That is right. 

Dn aceellael 


Mr. Shibley: And the next letter of January 30 is the 





final form of that same reporting letter, setting out information? 


Mr. Johnson: That is correct. 





Mr. Shibley: And finally there is a document of May 


14, containing notes by Mr. Bellamy of information resulting 
from an exchange with Mr. Moog. Is that correct? 

Mr. Johnson: That appears to be Mr. Bellamy's writing, 
yes. 


Mr. Shibley: O.K. And was that from discussions with 





Gerry Moog and he? 


Mr. Johnson: I assume it was. I don't know. 





Mr. Shibley: Is that your information? 





Mr. Johnson: That is the information I was given, yes. 





Mr. Shibley: Thanks Mr. Johnson. 


Mr. Renwick: Mr. Chairman, I believe Mr. Shibley 


wa@é referred to a letter to Frederick J. Ferber of November 8. 
I don't appear to have that letter in my file. 
Mr. Shibley: No, not a letter, I think it is --- oh 


wait a minute... 


Mr. Renwick: I ym have the commit@ment letter of 





November. The Ames letter to Canada Square, but I thought you 
referred to a letter..... 


Mr. Shibley: No. There is a handwritten notation... 





Mr. Renwick: Oh it is a hand-written note. Thank you. 


ange AS OLE IT LITT I I 
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Mr. Shibley: ...of November 8. 


Mr. Renwick: Thank you. 





Mr. Shibley: Thanks Mr. Johnson. I am going to 
question him later, but I didn't want to interrupt Mr. Moog's 
questioning. 

Mr. Henderson: Mr. Chairman, 

Mr. Chairman: Mr. Henderson. 

Mr, Henderson: sel recognize that there are some 
different faces at the Solicitor's table and I wonder if they 
need introduction, or whould we know who they are representing? 

Mr. Chairman: I think the only new one is perhaps 
Mr. Garrow, and he is representing A. E. Ames. 

Mr. Garrow: Mr. Mik is with me, Mr. Chairman. 

Mr. Chairman: Thank you. 

Mr. Shibley: Mr. Moog, I am having Exhibit 223 placed 
in front of xfme you. I would like to go through it with you 

.quickly. I note the date is October 27, 1971, which appezss to 
be the time of the communication with Ames on the first occasion 
and I note also that there is reference in that, and I would 
ask the committee members to just underline the figure $50 million. 
At that point of time, mm were you discussing de financing in 
the amount of $50 million? 
Mr. Moog: It was our opinion in the early Mm stages 


CTR EPRPER MR aT POE 


that the building discussed would probably run as high as $50 


million. 
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Mr. Shibley: And do I understand that under 





the terms of the agreement as contemplated with Hydro 
the amount was an open question? 
Mr, Moog: That's right. 
<oeeretaecomsiine 
Mr. Shibley: Now then, it references the OISE | 
lease which contains covenants tantamount to provincial 
guarantee and age mentioned that he has arranged $20 million 
of the required financing in Switzerland to be damamm 
denominated in Swiss franes, balance of $30 million agen be 
raised in Canada on a 30-year term. 
| Now, then, then there is reference here of 
discussions with people within the Ames organization and it 
was the consensus that it probably could be offered probably 
to institutions in Canada at about a half to three-quarter per 
cent above the current Ontario rate. 
Did you discuss with Mr. Johnson that because the 
funding was going to be with Hydro and guaranteed by the 


province that they should relate the rate to t=gameggeme what 





they call the "current Ontaric rate". Was that distaussed 
, between you? 


Mr. Moog: I don't recall that discussion at all, 





Mr. Shibley. I am afraid that I can't agree with you either 
that I discussed the province. I think what I said at the 
time to Mr. Johnson, if I can recall this correctly, is that 
we will have a very attractive deal which will have very 
excellent guaranties. 

My. Shibley: But the question I realiy want to 
establish, Mr. Moog, is that when you were talking a rate of 
¢ight to eight and a quarter at that time, was it because ‘dam 
it wes expected that the guarantee of the province would be 
obtained and that the rate should relate to the Ontario Sadho 
as they call it? 


H-2005 - 2 September 4, 1973 
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Mr. Moog: I didn't anticipate the province's 
guarantee but I did state I'm quite sure that it would 
oe @ very excellent guarantee 4 4 | 
Mr, Shibley: All right. | 
ian A nnn nat een = ol 
| 
Mr, Moog: pogwhich would command as low a rate 
a ee eee 
as that. 
bool 
Mr. Shibley: Then he goes on; net | baat youy 7 
will now enter into fina negotiations with the province to 
consummate their offer to lease and will advise within the 
next couple of weeks what the results of those negotiations 
3 
are. 
Now, did you tell Mr. Johnson that as of October 25, 
27, 1971? 


Mr. Moog: I did try to avoid the name Hydro. And I 





think I said something it will be in a category of OISE. I 
think I related it to OISE, Mr. Shibley. I just wanted to 
avoid the name Hydro because I didn't want to have rane appear 
on the street. 


Mr. Shibley: I'm not interested in the word with 





the province so much as I am, ne you say, he will now - that 28, 
at or about October 27, LET ta SDESE into final negotiations to 
consummate their offer to lease, and will advise within the 
next couple of weeks what the results of those negotiations 
are,” Did you tell Mr. Johnson that? 


Mr. Moog: That I would enter into final 





negotiations? 
My. Shibley: Yes. 





Mr. Moog: Being my optimistic self I probably 





might have said that I hoped to condlude (iggy whatever we were 
dealing cn reasonably soon. Now, whether it was a couple of 
weeks or a couple of months or whatever, I really can't recall, 
My, Shibley. 


Mr. Shibley: Well, Mr. Moog, I want to draw your 





attention and that of the committee to the circumstances of 


what was transpiring within Hydro during the month of November,1971. 


H-2005 - 3 September 4,1973 
10.40 - 10.45 acm. 
M.R. 
| (Mr. Shibley) 
4nag ve ve had it repeated often enough for all of us to 
-enueuber that they had a meeting on November 2nd and there 
were meetings on the 22nd of November and this seems to accord, 
wii in point of time, with what you yourself are saying 
here, that you expected something to happen within the month 
of November, 1971. 

Mr, Moog: Well, I don't think that I would pin £&t 
to any month. I think I just hoped to be able to come to 
conclusions much sooner that I did in the end. 

I really can't help you any further on that, 

Mr. Shibley. 

Mr, Shibley: Why were you expecting final 

negotiations with Hydro in November of 19717 


Mr. Moog: Well, I didn't say that, he said that. 
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Mr. Shibley: But he's saying what you told 
him. 

Mr. Moog: Well, I can't recall what the 
exact content of the conversation was. All I am trying 
to say is that I was optimistic, as always, and hoped 
that I would complete these transactions soon. Now, 
whether he put in a couple of weeks or not, I'm not 
responsible for that. I'm sorry. Be: 

Mr. Shibley: You also had a meeting with 
Mr. Johnson and Mr. Bradshaw, with Ames, on November 11, 
1971, did you not? It's not in those documents. 

Mr. Moog: If the other gentlemen say so, I 
would certainly agree. I can't recall, but it's quite 
possible. 

Mr. Shibley: Mr. Moog, was git not your 
expectation that without having dealt with other developers, 
that Hydro might well make a selection of Canada Square 
within the month of November 1971? As reflected by this 
document. 

Mr. Moog: I ean't recall that that was so. 

Mr. Shibley: All right. Now then --- 





Mr. Renwick: Mr. Chairman, may I ask a 





question at this time? 


Mr. Chairman: Mr. Renwick? 





Mr. Renwick: Mr. Moog, could you tell me at 
what point in time you learned from Hydro that there was 
going to be a call from other developers for proposais? 
And was 4t connected with this question of these final 
nerotiations? Let me perhaps state that a little more 
clearly. It was about gNovember of 1971 that there first 


appeared clear indication in the exhibits which we have 


aba 4/73 
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(Mr. Renwick) 

from Hydro that there was going to be something called a 
contest, or a competition, or that other proposals were 
going to be invited and a decision made. Do you recall 
being specifically advised of a time when Hydro made this 
decision? 

Mr. Moog: No. I think I said previously 
ed seriously did never know what happened within Hydro. 
All I did is push gm to come to completion on what my 
proposal was to Hydro. What they did within themselves, 

I was not aware of. And I was not aware of when they did 
what with anybody else. 

Mr. Renwick: Well then, when were you aware 
of the fact that there was going to be a ecall by Hydro for 
other proposals? 

Mr. Moog: I can't help you. I can't recall 
when I was aware. I always assumed that they would earn 
their medals in whichever way they see best fit. I can't 
help you. 

Mr. Renwick: But at the time of your, well, 





during the summer and fall of 1971 up to this time in 
October, did you have any ~-- did you anticipate that it 
was simply going to be a matter of selecting your company 
to proceed with this development? 


Mr. Moog: I never tried to second guess what 





Hydro would do. I knew they were wanting a building several 
yearsg ago. I presumed that all sorts of people would be 
dealing with them. I had no idea what their particular 
status was at any particular time. All I impressed on Hydro, 
and that was of course Mr. Candy, right from the onset was, 
if you want your building, you've got to make a decision 

| now before all hell breaks loose on the financial market, 


before inflation runs away. And those were my concerns. 


Sept. 4/73 
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(Mr. Moog) 
Those were my points I pressed on him. I said, this is the 
calm before the storm. I said it very often. I pressed. 
That was all I was interested in, is to nail down money 
when there was still money available at half decent rates. i 
Because I knew when that isn't there, there would be no deal. . 
Also, when inflation has run away, it would cost that much 
more. I can't help you with what happened on the Hydro side. 
Mr. Renwick: Apart from what happened at the 
Hydro side, did you, on October 27, expect that the course 
of your discussions at Hydro were such that you were going 
to be selected to do this job? 
Mr. Moog: I expected, by being able to come 
in somewhat close to a favourable rental rate as that of 
OISE, that I would get the job. I always did expect that. 
Because I thought if I produced that sort of a building, 
that it would be very difficult for anybody to duplicate 
it. I always expected that. 
Mr. Renwick: I understand that, but I want 
to make the distinction between you expecting to win and 
phen a re I want to make the distinction between an 
expectation that you would be selected individually by 
Hydro without a competition or withoutyproposals, or you 
being selected by Hydro after gmk comparison with other 


proposals. 
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Mr. Moog: I had no idea how Hydro would go about 


that. I had no idea whatsoever. 
Mr. Renwick: Would you say that this second-last 
paragraph in this memorandum of Mr. Johnson's of October 27 


ce ee) 
would reflect a reasonable statement of tjmeaee 









you would expect Mr. Johnson to conelude from your discussions 
with him? 

| Mr. Moog: All I can say is that I was definitely. 
optimistic in anything I stated to him, and then he drew his 
eonclusions from that. I can't recall any more what was said 
exactly, Mr. Renwick. I am sorry, I really would be pressed. 


2 
Mr. Renwick: You can't enlighten the committee about 





final negotiations. 

Mr. Moog: No. No, 1 am sorry, I cannot. 

Mr. Shihley: Then Mr. Moog, if you will just, with 
the committee, turn over the next couple of pages and reach the 
third of the pages with handwritten notes, 6 1/2, 7 1/2, 8 and 


6, I am only interested in the sentence in the middle of that 


page. 

Mr. Moog: I am sorry, which page is it? 

Mr. Chairman: Just one page in between then our file 
I think. 


Mr. Moog: I have got a handwritten one, ag handwritten 


two, figures ranging from one to 15 totalling up to something like 
70,000. 
Mr. Shibley: No. You are further ahead than I want you 
SORE RE TC NaOH SASAKI 


to be. 


Mr. Moog: Further down the line. 





Mr. Shibley: After the letter -- just move -- after the 


EARLE ASAE CH FANT RNG PINEAL 


_detter we have dealt with, just by-pass the next two pages and 


then you come to a page where in the middle of it it says, "Offer 


probably very early January". Do you see that? 
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Mir, Moog: It is reversed in my file. I am sorry. 

Mr. Chairman: In our file it was only one page. 

Mr. Bell: I think your file is wrong. His is right. 

Mr. Shibley: "Offer probably very early in January". 
Now, again, this seems to suggest, Mr. Moog, and I wm would like 
your comments on it, that Ames were expecting to do the 
financing in early January of 1972, which accords with the letter 
we have just been dealing with; namely, that you were em 
expecting final negotiations wg to consummate some time in 
November of 1971. 

Mr. Moog: That is quite likely. 

Mr. Shibley: Now then, I pass to the document dated 
July 25, 1972. It is a series of four pages of ggg notes. 

Are you there with me now? 

Mr. Moog: Yes. 

Mr. Shibley: Now, do I take it there was am an 
interruption, Mr, Pa as your communications with Ames from 
late 1971 and maybe even early 1972 until July of that same 
year? Is that correct? 

Mr. Moog: I suppose we haven't had many conversations 


fm back and forth. That is true, yes. 


Mr. Shibley: You waited until a time following 





approval by Hydro of the entering into a mgm contract with 
your firm, we which approval issued on July 19. Is that correct? 


Mr. Moog: We weren't doing very much with Ames at 





that time. That is all I can say from this, ... 

Mr. Shibley: That is what I mean. There was an 

ESA STAT 3 
interruption and now you were starting again with Ames on the 
e5th of July. Is that correct? 

Mr. Moog: Well that was me or someone else. I am not 
quite sure Semsmeste J . 


Mr. Shibley: Well, Mr. Johnson has said this resulted 





were 


from conversations with you. 


Mr, Moog: That is quite possible then. 
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Mr. Shibley: Now then, with respect to this 
document, you will notice that on July 25 you mm are now 
instructing Ames,"Swiss 20 first year, 20 second year, don't 
lv 1 Sod 
want amortization". That would be re) nancing that Mr. 
Candy also reported upon to Hydro on July 19, would it not? 


Mr. Moog: You are referring to the top of the 





July 25 memo? 

Mr. Shibley: Yes. Does that relate to the full Swiss 
financing that Mr. Candy was reporting on? 

Mr. Moog: I am not sure that it relates to the same 
thing, but at one time we did entertain the idea to go back to 
age Switzerland and see what we could do, as I said earlier. 
And naturally I used whatever there was as a lever to A. E. Ames 
or to anybody else that if you don't have the money I will get 


it elsewhere. 
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Mr. Shibley: Well, Mr. Moog, I'm only concerned 


because ds» 
Mr, Moog: I don't even know what Ms Oro S245. 





Mr. Shibley: droge MI o Candy was reporting to Hydro 
on July 19 that at that time you anticipated the financing 
would be fully Swiss and that this document seems to accord 
with that, in that you were now instructing Ames bog, 

Mr. Moog: Well, instructing, Mr. Shibley, is 





a peat SWere ward. 
Mr, Shibley: Oh, I'm sorry. Then you were bmay 
Mr. Moog: These are very loose conversations we've 
had and I want to just give it the same flavour they really 
had aad When I talked to Ames and maybe Ames said to me, 
"Vea, interest rates are going up in Canada or North America® 
or something like that }.|I'm not saying they did or they didn't|/—] 
and I said,"Wéi1, look, if you don't - if you can't do it here, 
I can do it there.” 
It's negotiation. It's quite a normal thing to do. 
And I wasn't instructing anybody specifically because it dawned 
on me if I had to do Swiss financing, I would have to stretch 
it out over a few years or do something different g or go 
naturally with a different source of financing, too, 
Mr. Shibley: Well, we'll characterize what it 
was you had at that time later on. 


Mr. Moog: J, dor Kno) what hid means, 


oo @ eo9 


Mr, Shibley: At the moment, you were telling 
Ames on July 25th about Swiss financing which would be advanced 


over two years - $20 million the first year; $20 million at 


the toty 


Se Te et a ee 
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Mr. Moog: That's what this indicates. 

Mr, Shibley: That's right. And you say - at least, 
there is a note here, I'm sorry\.("would like to take six and a 
haif per cent - lend to institution - Sun Life - lend to Moog 
$40 million over 30 years at one per cent profit." 

Now, do I take it what's meant there is one per 
cent profit to the company ,such as Sun Life, that would 

implement this transaction? 

Mr. Moog: I suppose that this is what this could 
mean. Mr. Johnson could perhaps enlighten you on that but 
it's quite possible. 

Mr. Shibley: Were you talking about a one per cent 
profit to yourself? 

Mr. Moog: No. No. No, 

Mr. Shibley: I didn’t think so. 

Mr. Moog: No. No, this would be a transaction 
if Canadaan companies were short , sage obvious ly this was one 
idea we had in our mindg, Mr. Shibley. 


Mr. Shibley: I understand that. That's why I led 





(=) 
you the other way because I wanted 9 clear tp the committee's 


mind on that. Now, then go. 





Mr. Chairman: Bretieanie Hae avery gx big profit ,wedtdnl 
Mr. Shibley: tan: mentions no exchange risk and Bou Sy > 
so on. I don't think we need to deal with this document 

further, Mr. Moog. That's four pages ywe can skip to the 

hext document, which is an explanation really of Mr. Johnson 

as to what he understood by what you told him and this has a 


enumerated one in a circle at the upper right-hand corner, 


Mr. Moog: Yes, I've got that. 





Mr, Shibley: It says: #).. ‘Borrow the equivalent 
of $40 million Canadian in Swiss francs on a 15.year term 
loan at six and a half per cent, 2. In return for supplying 
this money to a Canadian institution obtain from it a mortgage 
committment for $40 gmiliion Canadian fully amortized over 30 


years at seven and a half per cent". 


H-2008 - 3. September 4, 1973 
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em om 





bley) 


— 





So that this ist think, what Mr. Bradshaw called 
a "wraparound" type transaction. 

Mr. Moog: I think you could even call it a put- 
through. 

Mr. Shibley: I'm trying to avoid that term. It 
would seem to offen@ so many people. And there is some 
calculations that Mr. Johnson will explain I'm sure,as to the 
return on investment by whatever company did the put-through. 
But this is a document, again, which Mr. Johnson has said 
he created these notes some time during the pekmex period 
July 25 to July 28. So that at that time in 1972, I take it, 
you continued him in the understanding that he should be 
working on that kind of a deal? Is that correct? 

Mr. Moog: It was one avenue we explored. I think, 
if I read these correctly, and Mr. Johnson can certainly 
comment better on that than I, is that we wanted to get around 
that balloon payment ax&x and a few other problems we had 
if we were to borrow from overseas and if the Canadian companies 
or the North American companies wouldn't come down in rate. 
Then we had to construct something different. Our aim, 

Mr. Shibley, and I want to make this clear to the committee 
and everyone, was to get low interest financing. That was our 
entire aim in anything we tried to construct Liady 

Mr. Shibley: Mr. Moog, I think we all believe that, 
and understand that. 


Mr, Moog: ,.o.finanecially or physically in the 





building or anything. 

_Mr. Shibley: Yes. Now, what I want to know from 
you is this: Had you received some indication fromm & 
Swiss syndicate Liat 


Mr, Moog: No, sir. Nothing pogo 





Mr. Shibley: ,.,that they would advance $40 million 


over a term of £205 
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Mr. Moog: No, Mr. Shibley, I did not. 
ST 


' Mr. Shibley: ¢ » two years? 


Mr. Moog: I gave evidence to that and my evidence 
ae aaa 

as it was given is absolutely correct. 
Mr. Shibley: Well, I feel I must ® ask you this, 


Mr. Moog. The Swiss banker you met in May was due to be 
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. (Mx. Shibley) 





Mr. Moog: I never had any conversations with him 
SAS aE 


ever again. 


saying 
Mr, Shibley: I see. All right. You are 2iymeme then 
IE re ICN! 


rm 
there hadn't been any conversation Sp 


Mr. Moog: These are ideas in my own mind. 





Mr. Shibley: All right. Well then, I want to go to 
the next document with you, the one dated July 28th,}472. That 
is the one where the date is a little bit scrambled at the top. 
Have you got it? It is a short document. 


Mr. Moog: Yes. 





Mr. Shibley: And this appears to indicate that Mr. 
SORE RRR RE 


Johnson attempted to arrange the pyt-through with Metropolktan 


Life and you will notice at the bottom it says "would go straight - 


but for 30 years @ 9 1/2 to 9 3/4 - don 't want to go beyond 15 
years without inflation hedge". Did Mr. Johnson report this 
information to you? 

Mr. Moog: I don't recall that. 


Ree 


Mr. Shibley: Did you have information that accords with 
this, that to do a straight dea# - I gather this means not a 
put—-through deal - what M-etropolitan Life warmted was 9 1/2 
to 9 3/4 per cent interest? 


Mr. Moog: I cannot recall that that was relayed on to 





me. I was aware of the fact that rates were starting to climb 
and that they were, of course, well quite a bit higher than 
eight per cent, which is what I was aiming for. 

Mr. Shibley: And of course when you are talking in 
eighths of a per cent being meaningful, the difference between 
eight and nine and a half and nine and three-quarters ----~--- 

Mr. Moog: Very meaningful indeed. 


TET ET 


Mr, Shibley: All right. Let's go to the next doaumenty 
i eed ae 


Soept. 9, 197/35 
11.00-11.05 a.m. 
M.F. 


e 
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(“r, Shibley) 


iy Aubust 3, and this appears to be a note of a communication 

| with Sun Life® "unwilling to commit out 15 years - unnecessary 
to borrow as tey have uncommitted cash flow", so that again 
this was an attempt to have Sun Life do the Put-through, which 
failed. Is that right? 

Mr. Moog: I wouldn't know about that. I have no idea 
what happened between Sun Life and Ames. 

He bide tommmrcadté thes , 

Mr. Shibley: All right. Then I want to take you to the 
next document, o August 4,972, and this appears to be conversation 
between Mr. - at least Johnson has said it was gz conversation 
with Bradshaw, the upper portion of it, on August 4th - and you 
will notice it g~says "Hydro is doing financing now; will only do 
one every three years, therefore no money for Moog. Willi leave 
in abeyance for time being. Suggest contact either REB or JGD 
if information required". 

Now then, starting with the date of that communication, 
Mr. Moog, Mr. Bradshaw has given evidence of a telephone conversation, 
a three-way telephone conversation, between you, he and the same 
Swiss banker that you met on August 13, 1971, in the company of 
the Premier. 
Mr. Moog: Right. 
—eesenenaneneesseanee 


Mr. Shibley: And he has given evidence that that banker 





was exercised and upset - you heard his evidence in that respect - 
and this appears to indicate that the knowledge -— I am sorry, he 
was exercised because Hydro had done other financing which 
interfered with your ability te fund this project with Swigs money. 
Mr. Moog: Now, just a moment, Mr. Shibley, no he didn't 

Say that, I didn't even get around to discussing my building 
at ali with him. 

Mr. Shibley: I am sorry. Let me put the question 

‘oteeesnaesee nme 


another way. He was exercised¢ because Hydro had done other 


_ finaneing and not through his group, all right? 


sept. 4, 1973 
11.00-11.05 a.m. 
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“re, Moog: The emphasis being not through his group , 
ences 
right. 

Mr. Shibley: All right. In any event - and this made it 
clear in any event - whatever interpretation you want to put on 
it - that you were not going to be able to get Swiss money for a 
put-through deal, is that right? 

Mr. Moog: Let me just bring that one in proper context. 
I believe - maybe you ean give me the date of that phone 
conversation? 

Mr. Shibley: August 7th,M72. 

Mr. Moog: August 7th? 

Mr. Shibley: Yes. You are noticing the date on this 
memorandum is August 4, and my next question is going to be "did 
you have an earlier communication"? 

Mr. Moog: No, I didn't, that is what I was positive 
about myseif. I would have thought this would have been after 
the phone call, but I think we might have already known somehow - 
well as a matter of fact we did know that you can only get $20 


million in one particular year, but to deal with the phone call ---- 
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My. Shibley: I just want to tell you what 
Mr, Bradshaw said about the phone call. Hansard 1581-13? 
he said, "In reviewing my dockets,...", and he'd spent the 
afternoon in review. "...I have discovered that in August, 
before ~----- , 

"Mr. Shibley: August '72? 

"Mr. Bradshaw: Yes. In August, '72, before 
I went to New York with Mr. Moog - I will — give you the 
exact date - August 7th, '72, Mr. Moog was at my office and 
together we placed a phone call to Switzerland to a gentleman 
whose name I am not going to read out for the record, but I 


will be az& glad to write it down and give it to you, if you 





Lie.” 
And he did and I identified that name as one 


of the two Swiss bankers you met on August 13 of 1971. Then 








it goes on and he says, on the next page he talks about the 
German conversation, "...my impression from the conversation 
was, that there was no possibility whatsoever fof borrowing 
in Switzerland for the Hydro project at that time.’ Now this 
is in August of '72, after..."L\and I ask you to note because 

| I want to ask you about this elso\_\"...after I had been 
instructed to prepare the agreements. And I understand the 
reason that there was no possibility was because Hydro had 
itself borrowed in Switzerland and their rules of this ..." 
And he goes on, 

Now,then, do you want me to read more? 

Mr. Finlayson: Mr. Shibley, isn't it quite 
apparent that Mr. Bradshaw's evidence was that the phone 


eall in which he first learned that the Hydro financing 


had taken away this potential Moog money was August 7? 
































Mr. Shibley: Correct. 


sw 
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| 
Mr. Finlayson: It's also apparent that Mr. 
Bradshaw spoke to Mr. Johnson and relayed that information 
to Mr. Johnson. And either Mr. Bradshaw is mistaken about 
having heard that on August 7, or Mr. Johnson is mistaken 
about noting the conversation with Mr. Bradshaw on August q, 
Mr. Shibley: Or there was an earlier communication 
between someone in Switzerland =, 
Mr . Beeeieyy not that compliv¥cated. 
a ae and Mr. Moog and Mr. Bradshaw. 
Mr. Finlayson: Well, I'm just taking Mr. 
Bradshaw's testimony, which referred to dates. He says 
that he first heard it in this one conversation. So 
obviously either he's mistaken or Mr. Johnson's mistaken 
as to the actual date of the telephone conversation. 
Mr. Moog: I don't think this refers to a 
telephone conversation, George, voit e2Q srespeck . 
Mr. Shibley: I'm in a little 2, 
Mr. Finlayson: Don't you? 


Mr. Moog: No. I think that's information 





which obviously Ames must have obtained themselves. There's 
nothing strange about that. 
Mr . Shibley: Well then, Mr. Moog m=5 


Mr. Moog: On August 7 I touched base and 


PE EIEIO 





called that Sane which I know was very knowledgeable in 
the financial community. Before I could even get around 
to my approach before mentioning it, I got a blast. 

Me. Shibley: What disturbs me a little bit, 
My. Moog, is it appears that in addition to the communication 
made with Mr. Bradshaw and you on the 7th, that some three 
days earlier there was information within the Ames firm of 
the problem. 


Mr, Moog: I think Mr. Johnson can answer that. 





YT am sure somehow or other he would know that. 


Sept. 4/73 
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Mr, Shibley: Well, the one question I asked 


him this morning was ,"were these notes of information 
provided to you on August 4th?’ and he said, /yes!) 

Mr. Henderson: Mr. Chairman,—§_ 

Mr. Finlayson: Did he say@ he got if from 
‘Mr. Bradshaw? 

Mr, Shibley: I think he did, but xxx I could 
stand corrected on that. 

| Mr. Henderson: Mr. Chairman, do you take it 
that Mr. Bradshaw supplied this to Mr. Johnson in this 
phone call? 

Mr. Shibley: I hax thought he had, Mr. 
Henderson. 

| Mr. Henderson: I'm wondering if we could 
have that clear as well. 

Mr. Shibley: Yes, but let's leave that 
question until we deal with Mr. Johnson. At the moment, 
what's disturbing me, Mr. Moog, is it appears that three 
days earlier than your phone call, Mr. Johnson 4am» 

Mr. Moog: I had no communications. I had 
no knowledge other than, I think, general knowledge that 
you can only get $20 milifion a year and that was that. 

Mr. Henderson: Mr. Chairman, this really 
isn't the $20 million a year. This is the fact that it's 
gone, 

Mr. Shibley: I beg your pardon? 

Mr ,Hendergon: This is the fact that Hydro 
has taken up that $20 million. 

Mr, Moog: Maybe Johnson knew about that. 

sciokincaacemtiPe 

Mr, Shibley: Well, the point, Mr. Moog, that 
I'm trying to ascertain is this, you have disclaimed communications 
with that same Swiss bank. 


Mr. Moog: I haven't had any other communications 


Bape tne ones mentioned. 


~e Maecmpabigadnit Oa). ~_A eich FY ROE ED Lele KAW nts + 
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Mr. Shibley: And I am concerned to know whether you 
had in facty earlier communication with that same Swiss bank, 
ef én prior to the telephone communication that Mr. Bradshaw 
by his eeenehet Was able to identify quite explicitly as having 
taken place on August 7. 

Mr. Moog: I think you have got all my communications, 
Mr. Satnrey, and Mr. Bradshaw enlightened us on the phone call 
which didn't even get around to the Mgmts Hydro building, and 
that was that. 


Mr. Shibley: Well now, the other part of what I read 





to you was, you remember Mr. Bradshaw said that this conversation 
took place after he had been instructed to prepare the agreements, 
so that do I take it that as of the time he was instructed to 
prepare the agreements, what was then in contemplation was a 
put-through of the 20-20 type? 


Mr. Moog: Mr. Shibley, please. Things became serious 





when we came to the agreement stage and it was then that we had 
our 

to come up somehow or other with the money. We Wad wa leneuiacce 

of markets. No, it wasn't really anything like that. 


Mr. Shibley: You see Mr. Bradshaw could not disclose 





privilefiged information so I couldn't ask him these questions, 
but I = going to ask you. What I want to know is, as at the 
time Mr. Bradshaw received his instructions, which was on 
August 3, 1972, to draft the documents, was the format of the 
transaction as now disclosed by the Ames file, wherein on July 
25, having resumed contact with them, you were informing them 
as to the basic structure of your permanent financing? 

Mr. Moog: Mr. Shibley, I haven't informed dye them, 
ee or instructed them or anything like that. We had very 
general discussions on how to get our interest rate down to 
an interest rate I could live with and give kag Hydro the 


building I contracted for, or what I had in mind to give them, and 
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and it was very difficult to crack that market down to the 8 
percent, so we had ideas about borrowing in Europe, we had ideas 
aboub borrowing in the States. I had ideas of my own. We 
discussed them. ‘ij There is no significance to this. 

Mr. Shibiley: Well, Mr. Moog, the only Swiss bank that 
you had been in communication with as of July, 1972, was the 
same Swiss bank was it not? 

Mr. Moog: Yes. That was the only Swiss bank. 

Mr. Shibley: So when you gave this information to Ames 
on July 25 «4. 

Mr. Moog: I haven't had further notice from them on 
anything. I haven't dealt with them any further. It wasn't | 
really dealing. It was an exploratory situation. I knew from 
them that there was money at that rate. I also knew that if I 
went to my friends and perhaps got some lesser institutions 
ee ee nt in their requirements, that 
somehow or another I could raise money over there, if the 
North American market dried up earlier than I would have hoped 
ieee to dry up. I just had to get this money somehow so I dams 
discussed oh thd when I talked to Ames, I obviously showed efon 
a puamphlet I had on my desk and said, Ithle12., this is the sort 
of money which is available in Switzerland", 

Mr. Shibley: Mr. Moog, I want to refer you i= we know 


AS TEM TNL ERY EN RAR NEE RD IAT CIS, 


emrenO SS 
know or understand, the reason you couldn't pursu@ iams-eource 


wm 





of funds was because Hydro gg had borrowed for other purposes. 
Is that correct? 

Mr. Moog: I was told that in the phone conversation 
and I was just as perplexed about iN rir. aei Bradshaw was. 

Mr. Shibley: Yes. Now I want to refer you to what you 
said to this committee in Hansard page 1444-1 on July 25, 1973. 
In the middle of the page I said: 

"Mr, Shibley: Well, quite apart from a commi fgment , you 
see Mr. dmg Moog, when I said the other day," 


and we were debating the relevancy ef the file because Mr. 


Sd 
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Finlayson said the financing was never Swiss, and so the file 
was irrelevant, and this is what has bothered me since he made 
that comment. I said to you then: 
“Well that opens up another area of inguiry"and this 
4s the area of inquiry I am on now. On the bottom of the page: 
"My. Shibley: Well for the matter, if you would get 
over the amortization problem" 
and then at the top of the page: 
"Mp. Moog: No. I am not talking that bank at all.” 
Mr. Renwick: What number was that? 
Mr. Shibley: 1444-1 and @ now I am at the top of 
L44h-2, 
Mr. Bullbrook: What volume is that? Fourteen? 





Mr. Chairman: Zaam@mame,Well, fourteen in my volume. I 
gather @am they are not all the same. 

Mr. Shibley: It is for the date of July 25, late 
afternoon. 

Mr. Bullbrook: Could you give us the page si 
again? 


Mr. Shibley: 1444-1 is where I have read from and I 


am not at 1444-2 at the top. You sayé: 
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"Mr. Shibley: You'd abandoned that? 

"Mr, Moog: I considered that deal pretty dead 
once I got that final letter you just read." 

That was the November 18, 1971 letter. 

Mx, Moog: Right. 


" 


Mr. Shibley: ". > -tueefixugsxautes considered that 





deal pretty dead. But I was aware that there are other sources 
and som on. 
Mr. Moog: Yes. 


Mr. Shibley: And then on the next - the next 


reference I have is 1438-2 - about the middle of the page «+, 





Mr, Moog: 14 - Pardon me? 

Mr. Shibley: 1438-2, about the middle of the page. 

"Mr, Moog: Mr. Shibley, I know this is difficult 
to understand and maybe I have to be a bit more elaborate 
on it. With that particular institution I think it would 
been impossible to get them to bend and to come with an 
amortized plan of payment, and therefore, I never discussed 
any details with Mr. Candy at all." 

Then on 1444-1 - that's where I was - I can go 


right to 1444-2 at the top and this is a specific answers 
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11.20 to 11.25 am 
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(Mr. Shibley) 





"Mr, Moog: No, I am nottalking that bank at all because that 


bank, I had no more communications with." 
Moog: 
maine Regarding the Hydro building. 





Mr, Shibley: Then, I'll go on. The point of the matter 





is is that you did have a communication with that same bank. 

Mr, Moog: Now, just a moment, let me clear this up. 

Mr. Finlayson: Mr. Shibley, with great respect, you 
remember the conversation was in German and the only wiaeate that 
you have had is what Mr. Bradshaw's impression was. You have not 
asked Mr. Moog what he said to the man in German and I think, with 
respect, you @m ought to ask @ him what that conversation was. 

Mr. Shibley: Mr. Bradshaw - 

Mr, Finlayson: You're assuming - 

Mr, Shibley: I will, thank you for reminding me of 
that. I will ask him of thet ous I wget ene es you that Bradshaw 
testified that the impression he got was Wiggs there wasn't Swiss 
money and I think Mr. Moog has confirmed it, because Hydro had 
otherwise funded it there was no money available for you. 

Mr, Moog: I @p didn't know it until that phone call 
because I wasn't in touch. I just touched base to get information 
about money markets. They are very competent people. I've been 
aie dealing with them for so long but they themselves would 
have not been the right source for us because they just wouldn't 
@@imme have been suitable. I never got around to discussing the 
Hydro building with that Swiss banker and I think that is really 
what I relate my thinking to. 


Mr, Shibley: Except that on July 25 your information 


SIL 








upon which Bg Ames were working is $20 million - $20 million - 
S40, million Swiss and Bradshaw gets his instructions to draw 

the documents, whatever they are, on August 3. On August 4 ‘gem 
there's a memorandum and August 7 there's a telephone conversation 


in evidence of a communication with that same Swiss bank whereas 


~ 


t 
‘ 
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(Mr, Shibley) 
‘you've testified you had no more communication with that bank. 


Mr. Moog: Relative to the Hydro building I never 





got around to ever @immeawsag discussing the Hydro gm building. 
Mr, Shibley: Were you not calling them, on that 
occasion, about the Hydro building? 
Mr. Moog: I was calling to say "Hello" and I got 
a blast and I was informed that there was financing done for Hydro 
by that bank or by at least another banking firm. 


Mr. Shibley: Mr. Finlayson has suggested that I ask 





you what you said in German and I do ask you that. 


Mr, Moog: I think I have made that point already. I 





never got around to that and I apologized. I said I had no idea 
that there was any other financing happening in Germany, or in 
Switzerland, and I apologized and I certainly had nothing to do 
with it. It was clear to me that that bank took Hydro financing, 
whatever type of Hydro financing, in the same bank. They never 
differentiateg about anything. 

Mr. Shibley: Was the purpose of placing that call to 





wm& ascertain from that same Swiss bank if moneys were available 
for the Hydro building? 


Mr. Moog: To ascertain what the situation in Switzerland 





was, Mr, Shibley. 
Mr. Shibley: For the Hydro building, 


AST SATA FITS 


Mr. Moog: In general. Really, that bank wouldn't have 





been able to do a deal with us because they are very, very set in 
their rules. They are, I think, one of the tgur largest, and what 
I would have done is perhaps get some other underwriting done in 
Switzerland where maybe some other countries would have even 

participated, but T would have liked to have a tenor feeling from 


one of the top institutions what the market looked like. 





Me, Shibley: Are you saying Syme this conversation then 
& 


did not relate to apa@gime enquiry respecting the financing for 





Hydra? 
Mr, Moog: It age relates to general information ag 


NE A RID TCA, 
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‘oy (Mr. Moog) . 
Naat financing, about financial markets. That's what it relates 
to. That's what I wanted to know from that @ gentleman, that's all. 
Mr, Shibley: And yet Mr. Bradshaw established the 
date by relating it to his dockets and I took it it meant his 
docket entfies for work done on the queue Hydro project 


for you. 


Mr. Moog: IT had to get information on money miegpieméex 





markets. 

Mr. Shibley: And he also testified ngs the impression 
he got was that gees because, and I'll just read wife specifically, 
a"My impression from the conversation was that there was no 
possibility whatsoever of borrowing in Switzerland for the Hydro 
project at that time." Are you saying his impression was wrong? 

Mr. Moog: No, I mean from that conversation he 

apocrine 
certainly got the impression that there was no gm question at all 
about that particular bank. They wouldn't even discuss the Hydro 


prix genes or Pha A because & all they said to me was that 





they 4, bank ign in the last financing @ 
Hydro did and they were very upset about that. 
Mr. Bulibrook: Why should they be upset with you, Mr. 
RETENTION OAS 


Moog? 


Mr. Moog: I suppose they might have expected to get 





the contract, or something, to be drawn into the negotiations, 
That's one possibility. 

Mr, Shibley: I want you to read with me, and the 
members, your further testimony at 1444-3. You notice your 
answer is: "If all strings broke and if I could not get the 
money in North Anerae8. ners I much prefer to finance, ay financed 


sein gna projects except the land @ assembly ,  tekupesmeinie— 
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Seta 
(Mr, Shibley) — 
re fe ‘ 3 ry p89 _ ME mente tf ST Ca Rin Wee ae i nae 
prefer to-frinaneé. AS \ have Tinanced—eil other projects, 
Mime es ON alate knew that I could get money 


in Switzerland at some very high cost. I believe that 
one of the other Hydro officials stated dathat a lot of 
people talk about Swiss money, but when you get really down 
to it and you pay all the costs and you convert it into 
Canadian and the rest of it, it really isn't advantageous." 
And note the words, "That's why we dropped 
he Pe 
Mixx Now, Mr. Moog 4—g 


Mr. Moog: Because it isn't advantageous. 
FE ki gMidl bedeadl <3 





That's why we dropped it. 

Mr. Shibley: Now the evidence is that the 
reason was that Hydro, having done other financing, moneys 
were not available for this purpose. 


Mr. Moog: The Swiss situation was something 




















where I got information; I used it in my negotiations. I 
never got any further with it and I made that, I hope, clear 
in my evidence, 


Mr. Shibley: Mr. Moog, what I'm asking you is 





this, why, when you were asked about this the first time 


around, why didn’t you simply say, °I had one final conversation 























on August 7 of 1972 and, having axde ascertained at that time 
that Hydro had done other funding, it was no longer avallable 
for us to pursue Swiss source of funds?? Instead you say the 
reason you dropped it was that it wasn't advantageous once 
you paid all the interim costs. 


) Mr. Moog: Because, quite frankly, I never 





really thought seriously about getting Swiss money, Only 
Lyrae 
as an ener gency Saagales” If I couldn't get it in North America 


T knew that somewhere I could arrange it over there. That is 



































all I thought about. That's all that was in my mind. It still 
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(Mr. Moog) : 


would be, to this moment. 

Mr. Shibley: You realize that until Mr. 
Bradshaw k#ex testified as to the August 7, 1972, conversation, 
you never volunteered Mamas» 

Mr. Moog: I said I had one or two more phone 
calls. That's all I said to you. 

Mr. Shibley: In November of '71. 

Mr. Moog: No. I said £ had one or two more 
phone calls. It's very difficult for me to recall dates 
on which natal, 

Mr, Shibley: And you never volunteered the 
explanation, Mr. Moog, that the real reason you didn't 
pursue does amie Ae oe he daa} hie foie ; 

nO partenacnl That's OME PE Ep Shibley. 
You say Wagpeaian't volunteer this explanation, and you put 

\Pastah_ 

it in your words. sd A volunteered that explanation. 
He's not volunteering it now. He's making it perfectly 
clear that as of August of 1972 he still didn't seriously 
expect that he was going to be dealing with this particular 
group of Swiss banks. 

Mr, shibley: Mr. Moog, I'll put it another 
way. 

Mr, Moog: It was just a guess, I said ‘Let's 
call up and see what's going on in Switzerland? That's all 
I said. And we made a phone call antvdaid, ‘1 want to know 
what the situation looks like financially WA the markets > 

Mr. Shibley: Mr. Moog, having had that 
conversation on August 7, you treated that as completely 
excluding the possibility of getting Swiss money from any 
bank. Is that not so? 
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Mr. Moog: Well, many things happened at 
the same time, Mr. Shibley, because I was also realizing 
that there was still a pretty good chance of financing in 
North America, which is really what I always looked at. 
Don't you see what I tried to do? I tried to make sure 
that I had a reserve over there if all strings broke and 
I would have had to put a couple of little banks together 
and have underwriting done and maybe underwrite it all bear 
Europe. But maybe lent in Switzerland, not by the institution 
I talked with, because that thing was just not suitable for 
my purposes. But, in the meantime, the money market did 
hold up reasonably well, still, before the storm broke 
loose at that particular time. So, I concentrated more 
and more on the American money and I used this Swiss 
situation in my negotiations. Of course I did. What's 
so strange about that? 

Mr. Shibley: Mr. Moog, I think my memory's 
correct that even Hydro were not alert to the fact that 
their funding had crossed you up, so to speak, until they 
heard t=5 

Mr. Moog: They didn't cross me up at all. TI 
never considered it really that seriously. 

Mr. Shibley: T see. But when you said that 
the reason you dropped it, namely dropped Swiss funding, is 
khak it isn't really as advantageous once you convert it, 

Mr. Moog: Let me explain a bit more to that 
very aspect you am@ are at right now, because I think we 
have to get into that one. You see, Swiss funds are still 
backed up by gold. North American funds are not. The exhanage 
exchange rate and all those problems are quite significant, 
and I didn't want to get caught up in all that. And it 


iKo+ M 
¥became more and more evident more our North American 


situation deteriorated, the stronger the Swiss situation 
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became. And, quite frankly, if I would have followed it 





up, it wouldn't have been good for Hydro either. Nor for 
myself, if I had to re-finance 15 years or 10 years or 12 
years, or whatever the terms were. Like Y and R, let's 
open it up in 10 years from now. I didn't want to do that 
and I never proposed this to Hydro. 

Mr, Shibley: Then on page 1445-3, I asked 
you, you were talking the same way, about a third of the 
way down: 

"Mr, Moog: That would be my thinking. Again 
it is all hypothetical. I never got further into it." 

We're talking about the put-through and so 
on. 

"Mr. Shibley: I see. Now then did you have 
any further correspondence with any bank in Switzerland 
pending July 19, 1972, referable to funding the head office 
building of Hydro? 

"Mr, Moog: No, sir. 

"Mr, Shibley: Did you make trips to Switzerland? 

Mr. Moog: No, sir. 

"Mr, Shibley: Did you call Switzerland? 

"Mrdé, Moog: I call Switzerland quite frequently, 


T have friends there. 









ne entane 
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(Mr. Shibley) 





i) 


Mr. Shibley: Referable to the head office? 
“ur. Moog: No." 

Mr. Moog: I don't know what time period that refers to. 

Mr. Shibley: I see. But again you didn't think that ---- 

Mr. Moog: I did make a reference to a call or two, I 
didn't really know what all happened at one particular time, 

hat is very difficult for me to recall that. 

Mr. Shibley: Now then, with respect to the May 15,1972, 
letter you gave evidence as follows at 1446 - 3, at the bottom 
of the page you said: 

"I am sorry to have to explain because it really has 
nothing to do other than that this gentleman happens to also be 
from Europe and be from that Swiss bank, fut he was a guest 
speaker here, I didn't know him before, I met him here and he 
invited me to the hotel”®. 

“Mr. Shibley: All right. That's why I couldn't 
understand your counsel's interjection." 

Then on page 1447 ~ 1 at the topgy « 
"Well this letter was simply written by this gentleman 
extended 
when he was in the Canadian office and I gg me my greetings 


two 
to the other/gent leman and also told them that I was very sorry 





that we couldn't follow through with their bank any further". 

Mr. Moog, you did follow through win Beet bank in 
August of 72, or attempt to. 

Mr, Moog: Mr, Shibley, I made a phone ¢all which took a 
few minutes and I tried to ask him what the markets were like 
and what the financial situation looked like in Switzerland and 
I got a blast and that was the end of the phone call. 


Mr. Shibley: I see, Well then I take it at 1455 - 1 ~---- 


ERE ELD EL STELIOS GS DMA ESTED 


Sept. 4, 19/3 
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Mr. Finlayson: I think, Mr. Shibley, I think you 
ought to @be at 1447 - 4, you would still continue on with 


that letter where you say -------- 
Mr. Shibley: 1447 - dash? 
RRR RFRA 
Mr. Finlayson: Dash 4. 
ROE NR eeRTeET) 


Mr. Shibley: Thank you. 





Mr, Finlayson: Right down to the middle of 1448 - 1. 


RTE NT ELE BETTIE 


Mr. Shibley: All right. Would you like to read that, 





Mr. Moog? 

Mr. Moog: Where are we - 1447 - 4 - my remark? 

"You had a meeting with a representative of the self- 
same Swiss bank in that interval and I want to know whether 


you discussed with him the financing of the Hydro head office 


" 


; 


building at that time and whether it wasn't part of that discussion 


that they wanted to provide the whole of the funding and not go 
halfers witha U.S. corporation. 

“Mr. Moog: No, sir, Mr. Shibley, that was not, and that 
was quite a side issue. This was a very interesting gentleman. 
I met him with his wife and I expressed my" - whatever it is. 

Mr. Shibley: At the top of 1448 it goes on. 
Mr. Moog: "And I expressed myself that we couldn't 
eens 
have gone any further this bank, which af respected highly.” 
I expressed my - I suppose my AS oe ey ey say. 
"Mr. ic si any further with this baniix, in 
what regard? 

“wr. Moog: Well ------- 

‘Mr, Shibley: In what regard? 

\ Mr, Moog: In regard to the Hydro financing. 

“ Mr. Shibley: So you did discuss with him the Hydro 
financing at that ‘tegge meeting? 


| 





“ Mr. Moog: I mentioned it in that connection, Mr. Shib-leyi 


| 


‘Mr, Shibley: You did discuss it with him? 


“ Mr. Moog: I mentioned it in that connection, yes. 
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. Mr. Shibley: Yes. Now having got you to the point of 


him 
discussing the Hydro head office funding with/in May - when 


was this meeting in Toronto in May? 


\ Mr, Moog: It was preceding ti was after the ert 





when he was igh ih from here to go to pare citie 
Ve ‘Fe ah, ‘on A On , Tha oat OT fh ediel 


RS oe et a Gene aera RG psp I want 
aes EN US OS a a eg 
to take you to 1455-1, at the bottom of the page, just the last 





sentence on that page, Mr. Moog, Are you with me yet? 1455. 

Mr. Moog: Yes. 

Mr. Shibley: Right at the bottom: "Was the balk that you 
contemplated receiving the funds which would be put through 
Equitable, funds that you expected to receive from that same bank? 

"Mr, Moog: No, they were not. They could have been 
from anybody in Switzerland. 

: Mr. Shibley: Could they have been from that bani 

Mr, Moog: No, their terms didn't suit me. egg Thefr 
terms wouldn't suit Equitable either.” 

M Mr. Shibley: Well now let's taik about that for a minute. 
Would it not have been possible to overcome the amortization 
that you said was a major difficulty by having Swiss moneys loaned 
to Equitable on terms acceptable to the Swiss as to repayment and 
having the amortization of repaymemts on the relending of the money 
take place in the transaction inter se Equitable and your firm? 

\ Mr. Moog: I never put it to them but maybe you should, 
Mr. Shibley, you are a very good negotiator. I have not dene trat 

Now, Mr. Moog, when you instructed Ames and the document -=+ 


nna ET e A Mes . 


MS — en Rib] aa nag DG Mass) eS 1 lll ke F ‘pnbilraateles _— a ae 
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Mr. Moog: I didn't instruct Ames. I discussed this 
in a very general wp way with Ames. 

Mr. Shibley: All right. When you provided them with 
information, the document which is prepared by Mr. Johnson, 

* orrowelé the equivalent of 40 million, in return for supplying 
the money to the Canadian institutthon obtained from it)? which 
is done mm as a result of the July 25, 1972, discussion, z& then 
you place a call with Mr. Bradshaw to the same Swiss bank, 
how do you reconcile the answer you gave earlier as to not 
contemplating doing the put-through with the evidence that is 
now before this committee as to what you did with Ames and what 
you did with Bradshaw on August 7? 

Mr. Finlayson: Mr. Chairman, with great respect, it 
seems to me that we went over this An ater exnaustive 
detail once before and I am just wondering what the point of 
this is. It is really getting a little argumentiive, with respect. 

Mr. Shibley: Well, I have two purposes Mr. Chairman; 
one is this: I think it is important to the credibility of 
Mr. Candy who was bis) Cees to Hydro certain information as to 
the @basis upon epee: Se edi ota was going to take place. I 
think it is important to understand what Gg representations 
were being made to Hydro. Mr. Moog has played it down as all being 
hypothetical, whereas it is important to ascertain whether in 
fact Hydro believed that arrangements/in this connection were 
more firm S&igme than he led the committee to believe. I must say 
that it goes to the credibility of Mr. Moog hinee.s, a6 you 
will remember Mr. MeCallum said that on a developer type of 
proposal, a great deal hinges upon the good faith of the 
developer. I am concerned to go through this earlier Beaee oad 
and I only have a few more Yaad alah permit Mr. Moog his 
opportunity to explain what I consider to @ be, and it is my 
own view aniy eae“ the moment what I view as possible 
inconsistencies @ between the evidence that Mr. Bradshaw gave, 


he evidence that is now evident in the Ames file, and the prior 
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testimony of Mr. Moog. Now if there are explanations, they 
should be a matter of record so that when we come tog 
deliberate upon the question of ® credibiglityyand remember, 
on one issue in particular there is a direct conflict between 
Mr. Candy and Mr. Moog ackmsam& vis-a-vis the July 18 
memorandum that surfaced out of Mr. Bradshaw's file. Now I 
have got many reasons and [ think they are all valid, and Mr. 
Moog I must tell you now that I am as interested in having you 
explain away any of this earlier testimony which to my mind is 
at least confusing with the subsequent testimony, or @ to 
determine whether it is inconsistent. 

Mr. Moog: I will be very happy Mr. Giigaimman Shibley. 

Mr. Shibley: All right. 

Mr. Renwick: Mr. Chairman, I'd like to say one or 
two things on this matter so far as it comes through to me. 
I consider that on the evidence before us of Mr. Moog that igge 
there is a contradiction hinging particularly with respect to 
his statement that there were no further communications with 
the particular Swiss bank after November, 1971. 

Mr. Moog: @ Relative to the financing of the Hydro 
building, which is important to me in my thinking, Mr. Renwick. 

Mr. Renwick: Just a moment now, The committee is 
dealing with the Hydro building. That is the terms of our 


reference. 2 I am most anxious that Mr. Moog 





understand clearly the import of what is of concern to me. 

I think, on the face of the evidence @gimbefore us, that die 

there is a contradiction between the evidence that the last 
communication you had from the bank was the letter in November 

of 1971, a contradiction between that fact and the dg fact that 
just prior to July 19 when the commission approved of the contract 
of negotiating the contract with your company, Mr. Candy came to 
find out specifically the question of financing and you confirmed 
to him that it would be in Swiss rranyé. 


ORR REND REFEREE! TIENEN 


Mr. Moog: I anticipated to es io think is what was said. 
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{Mr . Renwick? ° 
(Surricient confirmation that Mr. Candy related that to the 


Commission as a fact at the time of the Commission decision, 
that subsequently there is the memorandum of Mr. Bradshaw 

of July 25 and the notes in Mr. Bradshaw's file of his con- 
versations with -~ in Mr. Johnson's file -- of his conversations 
with Mr. Bradshaw, and then there is the fact of the telephone 
call to Switzerland at which you were present with Mr. Bradshaw 


and the call was placed from Mr. Bradshaw's office, on Mr. 


? 
Bradshaw's evidence, on August 7 but there is some contradic-— 
tion that it may have been on the preceding Friday, August 4. 





Mr. Shibley: Or there may have been two communications. | 





q 
> 
. 


Mr, Renwick: Yes. Now, my concern ... 
mained 





Mr. Moog: ‘from Mr. Bradshaw 
clea 


\ Se/ myself . 

Mr. Renwick: My concern, Mr. Moog, is not about 
dem. those particular factual matters at that Sime, PRY i= 
relates very much to the decision I am going to have to make 
on the credebility of another question. There are marginal 
things which flow from it or important things which flow 


from A vhgh the question which concerns me and where I have 





got to be able to say aék-Mr. Moog's evidence before 

this committé am prepared to accept it or that I am not 
prepared to accept eB tet age it is very viaiabaigen sh te + having 
established to my satisfaction that there was @ close two-way 
communication between you and Mr. Candy over an extended 
period of time leading up to the award of the contract to you 
for the Hydro building, Jgpadagae in direct answers to questions 
placed by myself as well others focusing on the question I put 
to yordrnive stated that you at no time had any knowledge of 
the internal deliberations of Hydro in any way with respect 


to these matters. 
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Mr. Moog: That is correct. 

Mr. Renwick: Now, for me to believe that statement, 
or to assist me in believing that statement, which I want to do 
because it is evidence given by you under oath, I would like 
you as succinctly as you can to restate the matters related to 
the eee cenetene with the Swiss bank in August in such a way 
that I can understand why there is a contradiction on the face 
of the evidence. In order to help you, let me say that it is, 
on the PRES Oe, Greet to me that the telephone call which 
orginated in Mr. Bradshaw's office at which you were present 
on August 7G7or if that turns out to have been a mistake and 
it was August 4, if that is the explanation of itg7that that 
conversation related to the Ontario Hydro building financing. 
That's the way the evidence comes through to me and, therefore, 
there appears to be a direct contradiction in your evidence 
related by Mr. Shibley to the remark at the top of page ... 

Mr. Moog: Mr. Renwick, first of all, let me say ... 

Mr. Renwick: Fourteen forty-four dash two, [mz— 

tenat bank I had no more commuisations, with, and that has been 
established as referring to the communication in November. 

Mr. Moog: I also said I recalled a phone conversa- 
tion but that particular phone conversation did not relate to 
the Hydro building simply because we couldn’t get around to the 
subject at all. It was a ... a 

Mr. Renwick: Mr. Chairman, let me -- I am not asking 
whether the man at the other end responded with respect to the 
Hydro Building or whether you got cut off, the evidence appears 
to me to be clear that the motivation for the cali was to ... 


Mr, Moog: Was to find out ... 





Mr, Renwick: ... was to deal with the question of 








Swiss financing for the Hydro building. 
Mr. Moog: To find out dgmk the status of the money 





markets in Switzerland and in Europe. 
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me,would be very 


2 
qualified to tell me, Just as I could pick up the phone and 
call Equitable tomorrow and ask them, "Do you think I've really 
made a good deal with the Prudential®?” These are general 
conversations, Mr. Renwick, and I think these people I do know 
now, and I hope I will know many more of them, They can give 
me a very accurahe degree of the temperature of the water, 
so to speak. 

It's very important for me to know which way I 
should go @™ from any given point of time. I've made a 
commitment ... 

Mr. Renwick: Mr. Chairman, I don't want to 
interrupt Mr. Moog but @@ because of the importance of this 
to me T hedaconis— if we were to adjourn for a recess for a few 
minutes, perhaps on reflection iim with Mr. Finlayson, we 
could try to somehow or other, in a clear-cut way, resolve 
this problem. 

Mr Chairman: I think it is reasonable to take 


an adjournment now for 10 minutes, We can be back lag by 


five to twelve. 


TP Cnn tee reese (5 /O unc lee oF [LD flock, i 
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Mr. Chairman: I call the meeting back to order. 
Kr, Moog if you would come forward please. 

Mr, Moog: I will in just a minute, Mr. Chairman. 

Mr. Finlayson: The cameraman is still here. 

Mr. Walker: That is a candid camera. 

Mr. Moog: I've had enough pictures taken. 

Mr. Shibley: Mr. Moog, I don't know whether you 
want to voluntarily make an answer to Mr. Renwick's last 
question. Are you ready to proceed? 

Mr. Moog: Well, Mr. Shibley, I appreciate your 
and the committee's effort to clear that point up. I guess 
the only way I can answer this is that at that time, as you 


recall, we didn't have as mssia SLomadparat an atmospherdas we 





| have today and I was pushed pretty hard by you. I certainly 


didn't think of that phone call until some time later on when 


Mr. Bradshaw and Mr. Finlayson and I had lunch together and 


he reminded me of it and I never placed any significance to it. 


And even at this point I would say that it really had nothing 
to do with the Hydro building other than trying to find out 
what was happening over in Switzerland. 

But that's the way - I knew there was a phone call 
or two and I couldn't just relate it any other way. In the heat 
of battle, I think that's what happened. 

fe. Shibley: Ail right. Now, let me ask you 
sgmething else. Why 


Chairman: , 
Mr. guhix Does that satisfy you, Mr. Renwick? 
—— 


i shouldn't put it that way: Does that complete your inquiry? 


Mr. Renwick: As always, Mr. Chairman, I hear the 
easeneee umicermnecaseneanusamentena sree TsO 


evidence. 


Me. Shibley: The Swiss were upset. The loan, however, 
ad 


the iending that Hydro was doing, while I have it on my mind, 





‘was a lending that Hydro would be doing for its own account gouge 


Mr. Moog: Yes. 





Mr. Shibley: eo whereas, what you were inquiring about 





was a loan for Canada Square. Why would there be a conflict? 
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Mr. Moog: I think in fairnesa, I don't think that 
they ever really differentiated between Hydro borrowing for 
their own account and the borrowings at one time discussed 
A the head office. I don't think it made any difference 
to them. 
Mr. Shibley: I just want to complete 4.._. 
Mr, Moog: In their own minds, that is. 


Mr. Shibley: ...there's only a few more references 





and I'll just get 
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At 1463-2 your answer at the top of the maxx page - 1463-23 
have you found it,Mr. Moog? 

Mr. Moog: Yes, 

Mr. Shibley: Yes, well, this is your answer, 

"Mr, Moog: That's when I talked to Candy about - 
no, £#kz nothing to do with that. That would be $40 million 
Swiss ase - I'm sorry, $40 million raised in Switzerland 
somehow or another, through an underwriting wk with a smaller 
bank and with, well, a different constellation in Switzerland," 

Mr. Moog: Right. 

Mr. Shibley: Mr. Moog, I remind you that, at the 
very least, on August 7, 1972, you were calling the same Swiss 
bank, not a bank in a different xmmanmanx conste@ilation. 

Mr, Moog: Can I explain, Mr. Shibley? 1 Munk ares & Vary 


Simete Onntwer Wh, 
Mr, Shibley: Yes, I'd like you to . 





Mr. Moog: You see, if I had to fall back on Swiss 
financing if the North American market would have dried up, I 
would have had to put together some ~ a constellation ~- and that 
is a ukxatuix situation where we would have probably ~Guage gotten 
Swiss underwriting where we would have probably approached other 
countries, through Switzerland, where we might have paid a much 
larger underwriting fee - I think I mentioned that earlier, too - 

ph 

and in order form me to put that canckent together and put 
the unknowns into their little slots, I would have had to find out 
what the so-called blue-blocd financiers would be doing in 
Switzerland at that time. If I had to fall back on it I had to 
know what I was really dealing with, As I said earlier too I 
usually try to find that out directly from people who know all 


the nations. 


H~2020-2 : Sep. 4/73 
12.00 to 12.05 pm 
fvk 
Mr. Shibley: In any event, Mr. Moog, as at August 7 
you knew that Swiss funds wee were no longer available for this 
project? 
Mr. Moog: That was for sure. 
Mr, Shibley: All right. I refer you to your evidence 
on Page 1525-1. errr | bod nae 
Mr. Moog: I wanted to make sure /= that bank dsbmetteblates 
Kole <a. 2 
bites I myself, still at this mame#ekx moment, if I had to go to 
Switzerland I'm sure there are moneys available. I just don't 
want to leave any misapprehension about that. 
Mr. Shibley: Mr. Moog, that's what I want to know. 
Mr, Moog: That Swiss bank certainly didn't have any. 
Mr. Shibley: Then you were calling them for moneys 
for Hydro? 
Mr, Moog: No, that Swiss bank didn't have - they 
made it clear to me without me even asking. They had no funds 
at all. 
Mr. Shibley: For Hydro? 


Mr. Moog: For Hydro or for anybody in Canada. 





Mr. Shibley: I see. Because, you see, on Laas 1525-1, 
about one-quarter of the way down, you gave this answer. You were 
dealing withit#aMx the Equitable after August 7 and you saidx - or 
in September, 1972: 

"Mr. Moog: Well I never got very much response on it. 
WE had a meeting at W Equitable, maybe I can just give you a date, 
Well £% I have a letter here which is addressed to Mr. Bradshaw 
whieh is dated August 16 and I hope I'm not ~- I G@annmk cannot give 
you an exact date, but when I was down at Equitable I think it would 
be more than likely that I would use the axkka situation of 
availability of money in Europe as a point of negotiation." 

& Mr. Moog: Right. 





Mr, Shibley: Max "Mr, Moog: I want to make that 
quite clear, I did certainly do that." 
Mr, Moog: Right. 





Mr, Shibley: So that when you were dealing with the 
ae arene 
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Rquitable you made representations to them that European sources 
of money were availablex as an alternative? 

Mr. Moog: Right, as competition. 

Mr. Shibley: Yes. 

Mr, Moog: X¥ That's really what I tried to say. 

Mr, Shibley: Did you have in mind the Swiss? 

Mr, Moog: Well, I think what I would have had in mind 
oe have been the sort of thing I just talked about a minute 
agdsis to put a constellation of European funds together. 

Mr, Shibley: [In Switzerland? 

Mr, Moog: In Switzerland, or perhaps elsewhere in 
Europe,too, but pk probably headed up in Switzerland. 

Mr, Shibley: I've only got two more to deal with you, 
that's 1534-1. At the bottom of the page. 

"Mr, Shibley: Did you ever discuss with Ames a put- 
through deal? 


XMarxk 
"Mr. Moog: I ean't recollect that £m and I don't think 


I did, I didcussed many things with the gentlemen from Amea but 
I don't think so." 
Mr, Moog: You certainly refreshed my mind with the 


— lise SSiQund 
Ames file this morning, Mr. Shibley. I'm sure we Had Piiaineeseenpact 






on that. I would think that most of those attempts, or at least 
notes put on paper were done m by Ames themselves because I really 
“pa have that many meetings with Ames, You can ask Mr. 
Johnson. He scan probably refresh my mind and memory on that. 

Mr, Shibley: You carried on with Mr. Johnson of Ames 
from July 25, 1974 straight through to the end of that year. 


Me, Moog: I've known Mr. Johnson for many, many years 





and I respect him as one of the outstanding man in the financial 


community, There's no question about that. 
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Mr. Shibley: But when you first gave your evidence, 
you just had no recollection of the kind of thing thats, 
Mr. Moog: I couldn't recollect whether it was my 
4dea, or whether I kicked it around with somebody else, or 
not. That is really what I was trying to say there. 
Mr. @ R. G. Hodgson: Mr. Shibley, in the bottom of 
the August 4, 1972, memo in the file there is frote to JAB with 
regard to negotiating with U.S. at, probably, equitablesge 
Mr. Shibley: I am sorry, I have missed the reference. 
Mr. R. G. Hodgson: You see the August 29, on the bottom 
PEBVver into September but you didn't cover that exiedm. 
The August 4 memo. 
Mr. Shibley: Oh, yes. 
Mr. R. G, Hodgson: Maybe Mr. Moog didn't talk to Mr. 
anette. 
Johnson. Maybe it was Mr. Braga Bradshaw. 
Mr. Shibley: No, but the memoranda w you see, which 
is replete with references of July 25, 19723 x Moog and Johnson 
have discussion; 21st years 22nd years; don't want amortization; 
30-year deal rather tights 6 1/2 percent $ gne percent profit... 
Mr. Moog: I would think it was likely we had discussion 
Ph Mi Tae 
on it, Mr. Shibley. Thank you very much. That refresh’ my 
memory . 
Mr. Shibley: It is not open to the interpretation that 
he didn't have discussions. 


Mr. Moog: I think that is quite Likely sin view of me 





Mr. R. G. Hodgson: pare Foe discussion with 
Mi : th 
Mr. Bradshaw, though, on the same point p> 


. Shibley: Now then, finally Mr. Moog, I want to 





exec’: 


refer you to 1388-2. 
Mr. Moog: I am running-out of books. 


Mr. Shibley: 1388-2 which is July 25, 1973. 





Mr. Finlayson: 1388mR? 
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Mr. Shibley: 1388. Yes. ACtually, I will start on 
1388-1. Mr. Finlayson is speakingx. At the top of that page: 
"Mr. Finlayson: Mr. Moog has testified that subsequently £9, 
obtained a repankuak copy of the report of Hydro" and so on... 
ohn as I pointed out in my initial submissions, he then asked 
two questions in correspondence subsequent to this meeting, both 
of which wee were answered in the negative by the bank in 
question, under date of November 18. " 
And then down the page: 
"The er significant thing isk that the feelers 
for the loan were politely but firmly turned down in November of 
1971," 
vest Fhen, on the next page, about the middle of the page, second 


paragraph, middle of that paragraph: 


"He wonders why Mr. Candy would still be under that 


§ 
imzax impression®.,' 





"Now Mr. Shibley argues in reply to the question of 
relevance" ._.. 

That is the relevance of this file that we were debating 
at the time... . 

"That the terms of the proposed loan discussed by Moog 
on August 13, 1971, were the sand[ae Were recorded by Candy in xs 
menoranduyf subsefauent to November 18, 1971, and indeed, one as 
jate as April, 1972. He wonders why Mr. Candy wm would still be 
under that impression in view of the fact that the documents 
which he has seen #imstusex discloses that there was no commd tikment 
from the Swiss bank, that the Premier and Mr. Moog visited, and 
Mr. Moog has asserted that from November 18 rorara, he regarded 
that source of a loan as dead." 

Now, Mr. Moog, having regard for what your counsel has said, and 
I am taking him as making that statement based on information you 
provided to him, you regarded that source of the loan as dead 


following the November letter, and yet you were in communication, 


H 2021-3 Sept. 4/73 
12:05-12:10 pm 
as. it turns out, with that same bank as late as August of 1972 
and you were talking a put-through deai with Ames as late as 
July and August of 1972. 

Mr. Moog: Mr. Shibley, it is all in the realm of 
financial negotiations and dealings. It is very, very complicated 
Really, I don't know how else I can explain it Sm and I have 

tried to do it before. - 

Mr, Shibley: Mr. Moog, when you were asked to -- your 
counsel was asked to produce files to me on the 24th of May of 
this year, the file that was under debate at that time was not 
among them and that file, on the other hand, was produced to me 
on the meeting we had on July 16, close to some two months later. 
Do you remember the occasion? 

Mr. Moog: Yes. 

Mr, Shibley: And on that occasion you were asked about 


events of the trip to Europe 


Tape H 2022 follows 
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(Me. Shibley) 





po Bae Be that @ww summer. Is that correct? 
Mr. Moog: Yes. 
Mr. Shibley: And you told of the shortening of 
the trip. Is that correct? 
Mr. Moog: Yes. 
Mr. Shibley: Were you asked if you had transacted 
any business in Switzerland on the trip? 
Mr, Moog: I think I told you the whole story 
without any interruptions and I didn't think that that was 
| business really, in that sense. 
Mr. Shibley: Were you asked if you had transacted 
: any business on that trip? 
| Mr. Moog: I think I explained to you that I 
visited this bank. 
Mr. Shibley: No. What was your initial answer 
to the question? 
Mr, Finlayson: Well, just a minute. 
Mr. Moog: I don't know what I said. 


Mr, Finlayson: My recollection of this conversation, 





this is what is so unfortunate about this, Mr. Shibley, is that 


you had first ..- 





sakes TTS -Guswer and 


f 


Mr. Shibley: Weli, I just # 





leave it at that. 
Mr, Finlayson: What? 





Mr. Shibley: I just want his evidence and then we'll 
leave it at that. Let me ask you this; det me ask it another 
WAY e Let's avoid problems. When you were asked about 
transacting other business, was that the occasion on which 
Mr, Finlayson came forward with the file? Was that the timing 
o? the discussion? 


Mr. Moog: I think he came forward with the file 





after I told you that we were at the Swiss bank, Did he not? 
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Mr. Finlayson: You asked about the business 
in England and that's where you are confused. You asked if 
the Premier transacted any business in England and our answer 


is, "How do we know?" 


Mr, Shibley: I'1l try to straighten it out 





because I want - you had said that you had been to England. 


Right? 





Yes. 


Mr, Shibley: And I did ask you if you had transacted 





any business there? 
Mr. Moog: Right. 


Mr. Shibley: And you said what? 





Mr. Moog: No. 


Se a I RETO 


Mr. Shibley: Then you said you went on from there 





to Stuttgart? 

Mr. Moog: That's right. 

Mr . Shibley : And I asked you if you had transacted 
any business there? 


Mr. Moog: I said no. 





Mr. Shibley: And then you said you went on from 





there on a trip through the Black Forest in Switzerland? 

Mr. Moog: Right. 

Mr. Shibley: Was it on the occasion of my asking 
about transacting business in Switzerlan » Finlayson then 
produced the file? 

Mr. Moog: I think the way it came about, Mr. Shibley, 
as I recall thisStnat I said yw since we didn’t meet anybody 
in Germany that we made a phone call.=,I made a phone call to 
a friend of mine to set up a meeting in Zurich. 

Mr. Shibley: Yes. Do you remember, Mr. Moog, when 
Mr. Finlayson said Ghiy, wait a minute Mr. Moog, there is 
a file”and he produced «well, he didn't produces he said) fhere 
is a filevand you said, Gell, let me tell the story.’? Do you 


remember that? 
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Mr. Moog: I kept on trying to tell you the 
J -ajuence of the whole trip. 

Mr. Shibley: I remember, 

Mr, Moog: Until we got down to Zurich where we 
left from, at which time we had this visit. 

Mr. Shibley: Mr. Moog, remember when Mr. Finlayson 
said, “There is a file", and you sald goa, — I don't want to say~7 
did you say, "Well, let me tell the story yg"? 

Mr, Moog: I was in the process of telling you 
the whole story. 

Mr . Shibley: I see. In any event, you then want 
on-—I'm sorry, you went on, after the file was produced by 
Mr. Finlayson, to tell about the visit to the bank? 


Mr, Finlayson: No? 





phone 
Mr. Moog: I told you about the/ca “I made before 


lad 


Mr. Finlayson: Heytold you about the trip 


to set up the appointment. 





to the bank... 





Mr. Moog: 
ell 


Mr, Finlayson:—before you saw the file. 





Mr. Shibley: In any event, Mr. Moog, it was on 





that occasion when you first and it was «i'm sorry, I'll 
put it another way.=.the first occasion when you made disclosure 
of the trip to that bank was when Mr. Finlayson and you met 
with me on July 16th? 

Mr, Moog: The first time I met you for 





consultation, Mr. Shibley, or for an interview or whatever 


you call it. 


Mr. Shibley: Well, I could answer that but because 





of the exchange of letters TI have with Mr. Laidlaw I feel 
under some restraint. 


Mr. Moog: I could say something there. 





Mr. Shibley: I'm only asking you about that file 
———— diane 
now ioméaees. against the packground of the evidence we've 


reviewed, Mr. Moog, and I think the committee may be concerned to 
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understand why there was hesitancy on your part. ; 
Mr. Moog: I don't think there was any hesefancy , 
Mr. Shibley, was there? I certainly told you my story. 
Mr. Shibley: Well, what I was going to say, in 
disclosing the continuation, or I'm sorry, in disclosing 
the further communication with that bank in August of 1972. 
Mr. Moog: Why? I don't see that at all. I'm 
sorry, I can't follow you there. 
Mr. Shibley: All right. I'd like to return to 
the documents in the Ames file. 


Mr. Bullbrook: I'd like to ask a question, if I 





may . 

Mr. Chairman: Mr. Bullbrook, 

Mr. Bullbrook: Mr. Moog, I take it from your 

Aan 

evidence that there is no equivocation or misunderstand) Gem 
in connection with the bank that you and the Premier originally 
attended, that up to November of 1971, and you could help me 
with the specific dates, there was a possibility of dealing with 


that bank in connection with the Hydro financing. 





H#2023 to follow 
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Mr. Moog: There's always a possibility in dealing 
with a financial institution, Mr .Bullbrook. 

Mr. Bullbrook: Well, we know without equivocation Rot 
after August 7, as far as you were concerned, there was no 
possibility of dealing with that bank? 

Mr. Moog: Well, actually, I can only reconfirm 
what I've said earliersthat I got a firm and polite "no" 
much sooner than that from that particular bank. 


Mr. Bulibrook: Yes, Prior to that. 





Mr. Moog: Game over. 





Mr. Bullbrook: Game over? 





Mr. Moog: Right. 





Mr. Bullbrook: So your evidence, basically, is that 





in dealing with the bank on August 7 you were purely feeling 
\257 MEY money markets ...? 

Mr . Moog: That 'sright. A good man to ask, that 
gentleman. I would do it tomorrow again if I wanted to know 
what was going on in SUE Switzerland. 


Mr, Bullbrook: I am very interested in why he should 





rebuff you with such vigour. Why did he iene that you had 





something to do with Hydro financing-agieee compgitors? 
Mr. Moog: Semillon aae , Mr .Bullbrook,xxx I know 


what's on your mind. 
is 
Mr. Bullbrook: It's still?6n my mind. I make no 





bones about that. 
Mr. Moog: All right. I think he was just confused 
ARDELL I eae 
that he the general acoount borrowing of Hydro and borrowing 
for anything else to him was ali one #£ and the same thing. 
Then all of a sudden\r forget whatever money they borrowed, 
I only learned of it in this hearing)\| 1 guess he expected that 
his bank would be considered as a lead bank to make shall we 


RAY. She large amount of the commission. 
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Mr. Bullbrook: Would it be fair to say, Since we know 
the evidence of the Premier is that he had no discussions in 
connection with particular financing with that bank, that they 
might have come to the conclusion 4» 
Mr. Moog: The Premier didn't. 
Mr. Bulbrook: We had the evidence. 
Mr. Moog: Yes, ee > igh. 
Rik: | ge val 
Mr. Bullbrook: There are very few of us @& sufficient 
strength Wai purpose not to accept the evidence of the Premier. 


Mr. Moog: Right. 1] 











i 
Mr, Bullbrook: I want to put this to you, if I may 


ie al 


x would it be fair that the Swiss bank, since you had attended 
with the Premier of Ontario and at that time discussed with at 
least one of the gentlemen Hydro ieee ace ae might 
have been perturbed having regard to the contagts of your 7 
gwxex original visit in 1971 that the Hydro financing was now | 


being done agg through competitors? 


eet 


Mr. Moog: Whatever they had on their mind I can't 
eeaix really speak for, Mr. Bullbrook. 

Mr. Bullbrook: Ali right. Well tell me then, in 
your conversation that Mr. Finalyson wants us to go into and 
I am interested in it, when they began to chastise you about 
the Hydro financing going through one of the competitors, 
did you resist that chastisement by saying "I'm not the author 


of that"? 
Mr. Moog: I said, I am sorry, I knew nothing about 





this. 
Mr. Bullbrook: You said you knew nothing about it? 
Mr. Moog: I knew nothing avoutnig. 7 mate news 

to me .\ 


Mr. Bullbrook: Did you resist it by saying in any 








way or conveying to them that you don't direct the financing 
of Hydro or the Government of Ontario? 


Mr. Moog: I can't recall I said anything like thate 


7 i ~Tesumedy 
@l1 1 sade tas terribly sorry. I would have nyeot Guigd S 


ee ad 
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Pane oe 
| if I may just say that, that Hydro would have probably dealt 
with the particular financial institution. ~ I was sort. of 
| surprised that they went to the other one, Simply because of 
: size and status. . 
Mr, Bullbrook? I see. 
Mr. Moog: And I guess he might have objected to that 
, Oh. baa? yraud > 
too, because they are ver iimenéopie. 
Mr. Chairman: Always trying to heip the small 
businessman? 
Nr Moors har ardent | 
Mr. Bullbrook: The other thing that causes me some 
concernf/and perhaps you have answered this poenus rey for my 
colleagues}|Mr. Renwick touched upon it$ when you & talked to 
Candy you related, in eee HO thirgs to him. One was that 
the financing would be Swiss and secondly that the financing 
was secure. Now as I understand your response, in ultimate, 
itls that if your existing financing broke down even at the 
present time you feel quite confident that you could put 
together a consortium or constellation to make the financing 
ee if necessary. 
Mr. Moog: Today, Mr. Bullbrook, to be very frank, 
2 DIAG) 
I don't think there woulagbe any choice because the American 
market..is terrible... I think we all know that. 
| Mr. Bullbrook: Help me > why did you convey to 


@4HX Candy,which was so important to Hydro,the fact that 


. Pe 

‘ the financing was secure? 

‘ 

4 Mr. Moog: Mr. Bullbrook, I. made > right in a tbe 

Z. ——- : ct eran phase 


t beginning two statements to Mr. Candy and wer emphasise 


i said there is only one time that we can get that buklding u 


Ps 


wea if you want it up,and that is now because we have got the 

calm before the storm. All hell will break loose pretty soon 

a in our economy. If you want that building at any half decent 
price, you have got to first of all secure the money, or we 


have to secure the money, and secondly+ 
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: Fo Moog) => 
ee got to get on with the show to get ahead of the 


inflation before it kills all of us. Andlf hope it 
doesn't. Those were the two things. : Stas 
rorbtagey that if I may just put it that way. And I was 
very eager to get him to understand, with his architectural 
background ,that this was absolutely vital. And he said, 
well, he asked me, he said, "there are you going to get 
your fiveiee a I said,"Well, at this moment I don't know, 
but I've got certainly always an ace in my deck of cards 
and that is that I could probab_ly seh it overseas’ And 

I tried to just convince him that as long as I had an 
agreement with which I could borrow fast enough, that he 
didn't have to worry about financing. And that is all. 

Mr, Bullbrook: Yes, well, that's what I 
want to have on the record. 

Mr. Moog: You once made a much better 
statement. You said, IT more or less gave him the commitment. 
That is true. I, as Canada Square, did give Candy the 
commitment, and I am repeating your evidence. 

Mr. Bullbrook: Well, I don't want to be 
counsel for anybody. I want to understand this because 
Mr, Renwick expressed this very satisfactorigiy, as far as 
IT am concerned, at the time that Mr. Finlayson felt that 
our counsel wags being argumentative. Our problem is, 

Mr. Moog, that when we get dwn to writing a report we have 
to evaluate the question of evidence. And I want to try, 
if at all possible, that there be no direct confrontation 
as far as credibility is concerned. Now, there seems to 
be, between Mr Candy and Yourself aad do I understand it 
then that your explanation was that you were, in feffect, 
saying to Mr. Candy that as far as you're concerned and as 


far as Hydro is concerned, those funds are secure? 
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Mr. Moog: I assured him that we would be 
able to obtain the funds at all times. That's quite so. 

Mr. Shibley: And at a low rate of interest. 

Mr. Moog: And at a low rate of interest. 


Mr. Shibley: And this was very important to 





them. 

Mr. Moog: Right. Very important because ve 
wanted a good building, and I made it clear to him that if 
we had to pay much more interest rates we couldn't give him 
that good a building. Quite right, Mr. Shibley. 

Mr. Shibley: The cost of your money was 
important because the higher the cost of money went, the 
less money would be available for the building. 

Mr. Moog: Absolutely correct, yes. 

Mr. Shibley: So that it was significant, 
in the thinking of Hydro, that they expected you to get 
money at low interest rates. 


Mr. Moog: Yes, Mr. Shibley. 





Mr. Bullbrook: All right. I have one more, 





and this is what I consider the worst of all, from my point 
of view, and I want you to help me here. We went through 
an exercise for about thee days here. At least one day 
that was distasteful almost to all concerned, where we 
talked about the question of a put-through. And I want to 
tell you, frankiy, that aftyer the directness of your 
evidence, I came to the conclusion, as I think perhaps our 
counsel did, that there was no contemplation of a put-—-through. 
And I'm astonished, sir, that you couldn't recall the fact 
that you'd discussed with Mr. Johnson the possibility of a 
put-through. I want your help in that respect. 

Mr. Moog: Easy, Mr. Bullbrook. There are many, 





many things which go through my mind when we talk financing. 
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From that day until we had our meeting in New York, believe 
me, I have fought awful hard, day and night. And when we 
came in, we came out very, very victorious with everything 
intact. That's very important and I won't reveal what my 
thinking is. And there age many things which go through 
my mind, and I couldn't just explain to you what I would 
have discussed with somebody) what I would have thought 
at a particular time Saat > because my mind would be 
wrapped around that problem continuously. And I might 
speak about it aloud, I might speak about it to myself; 
I might write a memo 5 I might make a phone cali. I just 
couldn't recall that. This is out-and-out concentration. 
Mr, Bullbrook: I realize that and I recognize 
the refinement of your thoughts in this respect, but may I 
say to you, sir, that the concept of a put-through is such 


a generic thing that one would have thought fam. 





Mr. Moog: It wasn't really, as it turned out. 
Mr. Bullbrook: No, but the idea of a put-through| 
There are really only two methods of financing this, and that 
is a straight financing or a put-through financing. 
Mr. Moog: Actually it wasn't that good an 
120 RRP n nasient at all, because I can show you some of 
the statements which we got fron| Prudential which would 
have looked pretty silly if we ever would have approached 
them with that idea. Like, they made a couple of weetbiliion 
dollars in increase in assets in one year. Like, 2.7 or 8 
billion inorease between 1971 and 1972 spas Just 
imagine if we would have come to them and said,''How would 
you like to take 20 million lousy Swiss converted francs in 
dollars?” They would have just laughed at us} It really 


wasn't quite that ingenious. 
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Mr. Bullbrook: But we can understand the 
evidence to be now, again, that at least for a period of 
some six weeks a put-—through was a considered avenue. 


Mr. Moog: One of many thoughts. That's all 


I can tell you. 
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Mr. Bulibrook: Yes, but zas 
latina 





want to be argumentative, » the ‘many’! refers to the institutions 


) 
involved. Help me if you can. I understand this to be only two 
methods of financing. Either you do a straight financial deal 
and the vehicle you use by way of mortgage or debenture or lease 
assignments, or any other sophisticated method, is aside from it. 
You either do it by a put-through or you did it by straight 


financing, sr. 





Mr. Moog: I don't think anybody has ever done a put- 
through, at least to my knowledge. I am sorry, but I certainly 
don't know of one. 

Mr. Bullbrook: No, but to help me, aren't there really 
only the two alternatives available to you? You either arrange 
your financing as straight financing or you arrange it through a 
put-through? 

Mr. Moog: Oh no, no, we could go through public under- 
writing, we could——there are many avenues open. 

Mr. Bullbrook: That is straight financing. 
Mr. Moog: Well I don't know what you eall it really. 
srl toby Fa All right, fine. 
Mr. Shibley: Mr. Moog, do I take it that at no time 
did you discuss a put-through with the Prudential? 
Mr. Moog: No sir. 
Mr. Shibley: At no time did you discuss a put#through 


with Ames which related to the Prudential financing? 


Mr, Moog: Not to my recollection. I wouldn't think so 





at ali, no. 

Mr. Shibley: Well just - I gonly have one more thing to 
deal with in order to close off this topic. I would like to 
produce to you a document out of your own file of hand-written 


notes, and I don't want to extend this unduly but it is on the 
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| teper lac ed. CO 
7 iaeueat tr. Balinreek oe oneny ana I say it is the last time 


I want to refer to the subject, but this is in your handwriting 
is it? 

Mr. Moog: Yes, 

Mr. Shibley: Yes. And you will notice at the bottom 
of the page, toward the bottom of the page, "Lynn €2xGoth, 


Ferber and Ray Charles.” 


Now Ferber and Ray Charles are personnel 
within Prudential are they not? 
Mr. Moog: I met Mr. Ferber for the first time the other 
day. Did I meet Mr. Charles? 
Mr. Coles: No. 
Mr. Shibley: But they are with the Prudential? 


Mr. Moog: I understand so, ¥es. 





Mr. Shibley: I don't know whether Lynn Goth - is he also 
with the Prudential? 

Mr. Moog: I wouldn't recall. Is he? Oh, he is Ames, 
I am sorry. 

Mr. Shibley: All right. Now what is causing me some 
anxiety is that on a document wherein references are made, or a 
reference is made to two people who are executives of Prudential, 
the document haanchee’. Metee and an eighth » arrow, eight and an 
eighth, and then $30,000, arrow down to $20,000 ~@/ould you like 
to explain that document to this committee? 


Mr. Moog: I would very much like to if I ean get my memory 





refreshed on it. 
My, Chairman: Do you want this entered as an exhibit? 
Mr, Shibley: Yes, please, Mr, Chairman, 


RRS IIS NE INL IIS 


Mr, Chairman: It is gmentered as exhibit 224, 





Mr. Shibley: You see what is bothering me, M r. Moog, I 
will be very frank about it, is that the document seems to contain 
entries that again smack of a wrap-around pat-through, etc., and 
the same document is noti ng the names of Prudential people whom 

als 


you yourself say you never discussed wraparound or put-—through 
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with. 
Mr. Moog: Well, I find a little note which says 
"Omega yacht racing”’on here® and the only person in the 
financial community I ever discussed racing with would be 
Glen Holloway, and I am just trying to relate right now, I am 
still trying to figure out whether I can help you further or not 
Mr. Shibley: You might understand now why I am sometimes 


driven to extremes, Mr. Moog, in terms of trying to unders€and 





this sort of thing. Here is a document that references people 
inthe Prudential with whom you have got your permanent financing, 
and on the self-same document - would you agree with me that the 
upper poertion of it is still talking about the split of $30,000 
and $20,000 that was found in the Ames memoranda that we have 
just been dealing with? 

Mr. Moog: No, I don't really think so, Mr. Shibley. 

Mr. Shibley: Well what is that all about? What is the 





six and an eighth to eight and an eighth? 


ct 


Mr. Moog: Well six and an eighth and eight and an eigh 





is a two per cent spread of some sort, I don't know what that 


There is $1.5 million and that equates to $30,000. Why, I don't " 
know at the moment. It seems like two per cent or something 
like that. 


Mr. Shibley: Well you see, Mr. Moog, when you first 


. ‘ 

i 

; 

discussed this wre ® way back infil there was talk of using #9 
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Mr. Moog: I usually don't make mistakes like that, 


When I talk millions I mmusally abbreviate SREGURAM M-I-Leaii 


Fis looks like $30, ean anit then is reduced to $20,000... 
Mr ° Shib ley: 6 POET Some fl 25-6 


SROMS AHA ger cyt He eng 


MR. Shibley . 
Mr. Moog: I don't, reek en ele a 





talk in terms of 






€n the other there, 





therelis one point five. I don't put 15,000 in there I put 
| milos which is millions. 
Mr. Shibley: You notice also the dating on that, 
Se 


23-27 November ~ no year's given = but what bothers me is that 






the names of the personnel within Prudential cheget on the self- 
same document as these figures ete and I would justlike you to 
clear it up if you can. 

Mr, Finlayson: There seems to be a lot of unrelated 
things. What's Sperry-Rand, St. Catharines, got to do with it? 


Mr. Moog: Sperry-Rand is, I think theymake a device 





ump navigation device for yachts. 


Mr. Finlayson: That's tied in with the yacht racing 





and the World Bank? 
Mr. Moog: fhat‘'s what I am just noticing. 





Mr, Shibley: You were going to sail right through 
the World Bank? 
Mr. Moog: Hopefully. Marconi makes another one of 


ete 


those devices too, by the looks of it, which weighs 22 pounds 


beth =i Ope eniaee! 
Cea 


by the way. 
Mr. Shibley: 





Mr. Moog: Mr. Shibley, I don't want to be funny but 





I really can't help you on this. gj On the top it would not 
say millions, I am certain that would be thousands of dollars 
because I put a dot and dash behind and that would be my way 
of identifying 30,000 rather than 30 million where I would put 
30 and M~ I~ Lig behind it. At least, that is my habit. 


H-2026~-2 Sep. 4/73 
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Mr. Shibley: I notice you have periods at the end 
of the three zero and a dash as though it might have been 
30 million. 

Mr, Moog: WE11, I don't think so. 

ee 

Mr. Shibley: I am concerned, Mr. Moog, to put this to 
rest, once and for all, that on a document wherein the names 
of the Prudential officers are noted, there is this kind of 
information. 

Mr. Moog: Well, yes, quite a bit of information on 
that sheet, quite unrelated. There is a Mutual in New York 
refrred to, Dominion Mortgage and Realty, I don't know why I 


would refer to those people. 


Mr. Shibley: All right. We are not going to pursue 





it further with you. 
Mr. Moog: I am sorry, I would like to @@® help you. 
Mr. Shibley: Coming back to the file, if we oan, of 





the Ames material, on that August 4 document where it says 
"Hydro is doing financing"= are you back there with me? 
August 4. 

Mr. Moog: About the middle? 





Mr. Shibley: Closer to the front. August 4. 





4 
Just as part of that document wherein it says Hydro's doing 


it “ 
finaneing and so ons they would only do one every th 
Be : Leh rg GA ( 
therefore, no money for MOGs) ill leave (tees 07 OF 





) 
time being, Now have you any idea what's intended by that 





wording? 
Mr. Moog: Well I think I might have explained @ a@Y¥~ | 
age one time or another to Mr. Bradshaw I certainly wasn't 
going to go any conventional Swiss route Lf -taegieee I ever was 
to go a Swiss route and maybe that is what he means, Again 


I don't even know who wrote this. 


Mr, Shibley: No. This is Mr. Johnson's nenoranthe 74 





Mr. Moog: I see. 





Mr. Shibley: And it just simply says ¥after mentionesg 
? 


Pe EAE T ETRE OTIS 
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you can't get the money because Hydro's pheiy inne 





therefore no money for Moog, will 1eave “ Biden BE wre time 
being! e Bo you have any understanding of ihe intended 
there? 

Mr. Moog: I wouldn't. No. 


Mr. Shibley: All right. 





want to go on to the next document and this is a document 

that Mr. bac said he prepared during the week ending 
September 22. There is only one thing on it thats of interest 
to me, Mr. Moog, and again the figure of 50 million eight per 


cent U.S. appears. 


Mr. Moog: Yes? 
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Me. Shibley: _mayywemg, Was it your expectation 
then that you were going to be permitted to borrow anything 
up to $50 million? 

Mr. Moog: We had no idea in the very beginning 
what we were talking about and, again, until you condense 
it down to facts, we certainly thought we would be running 
as high as $50 million at one time. And if we werex to run 
as high as $50, then we would have liked to borrow 450, yes. 

Mr. Shibley: I beg your pardon? I'm sorry, I 
didn't catBh the last part of your answer. 

Mr. Moog: I'll try to explain that. Before you 
narrow & down what you are really dealing with and know 
exactly what youx are obligated to, on costs and so on, 
we, at one time, thought we might easily run as high as 
$50 million and if we were to run as high as that 2. 

Mr. Shibley: Well, that's the point, I think, which 
is a new point for this committee. Namely, that when you made 
your submission, you indicated in your submission that the 
rental would be $4.92 to $5.25, I believe, depending on the 
cost of your financing. Is that correct? 

Mr. Moog: I believe that's what we said, yes. 

Mr. Shibley: Yes. And when you were talking-~Qsg” $50 





million throughout the documents here and elsewRbre, you really 
meant $50 million should your cost of money be more. Is that 
80? 

Mr. Moog: Well, it's perhaps more than that, 
Mr. Shibley. Again, you have to look at it in the entire 
sontext. I think one of the main reasons too we like to have 
$50 million is the finanetal institution would then turn around 
and sayWell, we'd like to give you only $40 million® then 
maybe we could settle at $45 million. 
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. 
(eS Moog) > 
I think that is another aspect in dealing with it. 

Mr. Shibley: All right. It may be another aspect, 
Mr. Moog, but isn't it a fact that even as late as October, 
1972, when the final documentation was being prepared, there 
was no agreement @ yet as between you and Hydro as to the 
maximum amount that you could borrow for this project? 

Mr. Moog: Nor did we really know wkat we all 
had to put in to the building at that time. 

Mr. Shibley: Is your answer then“yes’to what I've hess 

Mr. Moog: If we would have been able to get 
$50 million and the building would have been as expensive as 
that, sure we would have liked to borrow $50, yes. 

Mr. Shibley: Yes. So that the multiplication of 
$4.92 times -— I'm sorry, $34 times the gross area of the 
building, coming up with a $44 million figure, was not really 
settled upon until well into October, 1972? 

Isn't that so? 

Mr. Moog: I think the limit wasn't put on until 
then, that's true. 

Mr, Shibley: That's right. 

Mr. Moog: Yes, that's right. 

Mr, Shibley: And in fact, you felt quite free to 





seek out funding for as much $50 million? 


Mr. Moog: We can always Ani ty 








Mr, Shibley: Against the security of this building? 
‘Fake 


(CPAP OEE 


‘Mr, Moog: Well, I've asked for it as an ODew y 
yes 
Mr, Shibley: Mr. Moog, sus, 
Mr. Moog: No, I did, My, SBE ots whok Foakd, 


My, Shibley: iI want to put it very directly to you 











that because of the form your submission took that you considered 
yourself free to borrow as much as $50 million on the security 


of this building, depending upon the cost of your money. 
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Is that so? 

Mr. Moog: Well, I can't recall really what 
my thinking was at the time. All I can tell you now is 
what I would reconstruct it at and I think that is what I 
have said. I can't +—> 

Mr. Shibley: Well, do you agree with me as to that? 

Mr. Moog: Well, I think the way I put it, Mr. 
Shibley, was that if the building was to cost us $50 million, 
we would have liked to borrow $50 million. Also, if we go 
in with a request pe eapteryEy institution for $50,million, 
at least we've got some way to go down. If you start at the 
xm lower one, you've only got one way to go and that's down 
below that one again. It's a matter of negotiations, more 
than anything I wourd Nag 

Mr. Shibley: Let us say that you had aigé had to 
pay elght and a quarter per cent interest for your money — 
was it your understanding and the understanding of Hydro that 
you could have borrowed more than $45 million? 

Mr. Moog: I don't think ,.. 

Mr. Genest: Excuse me, Mr. Shibley, I object to 
the witness being asked as to the understanding of Hydro. 

Mr. Shibley: All right. Was it your understanding 
that you could borrow, based on your proposal, more than 
$45 million? 

Mr. Moog: Mr. Shibley, I don't think I had an 
understanding. Ali I did is I looked at the documents and 
I tried to figure out which way to negotiate with them and 
then boi it down to the deal in the end. 


My. Shibley: Well, there will be other evidence 





on this Mr, Moog. I just wanted to get your testimony for 
the moment, 

Mr. Moog: Yes. 

Mr. Shibley: And may I then ask you Sgam to skip 
the typed document to the next one dated September 29:5 L972ece 


( H-2028 to follow ) 


12:40-12:45 pm 
(My. Shibley) PLG . 
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| “sl You will notice that again, there in-caubesacee items: 
"Guaranteeg by province-8 per cent. 15 non-call. 
1/2 per cent commitment fee annually. Take down 
as soon as possible. Put up when closed, friter 
leHer erodi 
Jaemibgiaed| ank. 
And then there is a note: 
"Short-term notes with Hydro." 
* And then: 
"6. Will take all prefer. W1il11@ let Mutual Benefit 
take 10 million but no further. No withholding tax hang-up. 
No point in seeing developer." 
Now, can you shed any Light, Mr. Moog, as to any of 
the items on this exhibit? 
| Mr. Moog: ™3uammeess I always made it absolutely clear 
to Mr. Johnson of A. E. Ames that if we ever talked anything 
above 8 per cent I would simply not be interested. That is what 
I aimed at as the interest rate. 
Mr. Shibley: Right. And I think in that respect you 
were emphasizing .were you not, that the guarantee by the province 
should require them to relate to the provincial rate. 


Mr. Moog: No, Mr. Shibley. I didn't really say that. 
Mr. Shibley: I see. 





Mr. Moog: I don't tm know at all. I don't recall that 
we discus guarantee. I might have saidw Well, we will 
try for 10) or something of that sort. I can't recall what 
happened on that. 


Mr. Shibley: Well, just before we leave that -- we will 





come to it in order, but you remember the telexes that passed? 
Mr. Moog: Yes. 
Mr. Shibley: And I just wondered whether the position 





you were taking, and I am not suggesting any impropriety in this 
respect, but the position you were taking in order to get your 


8 per cent rate is that they should relate rate to the provincial 
| 





rate and in fact -snw Se, YOU sot a guarantee of the 


; 
: 
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province for this loan, or expected one, that the rate should be 
as low as 8 per cent. 


srg 
having excellent covenant. I don't know to what extent 





Mr. Moog: Well,I certainly stressed the point of “ 





discussed with them the possibility of a guarantee. 


Mr. Shibley: All right. Do you want to comment on 





any of the other items on this? 


Mr, Moog: A 15-year non-call. That seems to be a 





normal request that you can't call the loan prior to 15-year word 


rea 
Mr. Shibley: & I understand that. dé 
Mr. Moog: Half a per cent commitment... 


Mr, Shibley: Would you skip down to the item, “Short- 





term notes with Hydro”. That is the item that I am concerned 
@ about. 
Mr. Moog: That is what I am afraid -- I can't help 


you. I noticed it when you read it. 





Mr. Shibley: Then I want to pass along now and I will 
only alert the -- ‘mgm there is a draft of the Gommission 
agreement dated October 3. It is a typed page. You can skip 
two or three pages and it is this document here , 

"October 3, 1972, and I noticed that in this Gocumpnt. Moog, 
reference is made @ in paragraph 8 on page 2; 


"Tn consideration of our services in arranging this 


financing you agree to @mg pay us a commission of/).4 per cent 





of the principal amount of such financing.» ”” 
And that would equate with@180,000 dollarss/tayable one-half 
upon the delivery of commitments from institutional investors 
for suchy finaineere “Sama remaining one-half upon delivery 
of the funds as arranged." 
So that would be normal terms, leaving the amount aside for a 
Commission agreement. Is that correct? 
Mr. Moog: @ To pay it as stipulated. When stipulates 
Mr. Shibley: Yes. , 





yy 


i. 


a 
eu 
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ee SN La apa? 

Mr. Moog: | I can't really speak for that. .Mr. 
Johnson probably can. 

Mr. Shibley: And then the next document is the letter 

NTT PTR eRe 
that was actually sent and again at the bottom of th first 
paragraph, the last line: 

"We understand that the financing, the loan required 
for this project will be approximately $50 million." 

Mr. Moog: I am sorry, I don't have that. 

Tt. dated 

Mr. Shibley: I am sorry . \aagagtenbed5710/72 on the 

upper... You see that? 


Mr. Moog: Yes. That is quite possible. We discussed 





$50 million with A. E. Ames. Yes. 
Mr. Shibley: And then on the bottom of the page, part 





of paragraph 2: 
"Such lease to be guaranteed by the province of Ontario,” 


Ss that as late as October 5, that was part of the proposal.® 





AVG g nna RUN 
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Mr. Garrow: Excuse me, Mr. Shibley, just to clear 
fe ERT FOIE ITE, 


up a possible misunderstanding, I think you mentioned to Mr. Moog 4 
a moment ago that the document you are now looking at entitled 
"Draft 5/10/729was sent to Mr. Moog and I think you might want 
to clear that up. 
Mr, Shibley: Oh, I'm sorry. Thank you very much, Mr. 
Garrow. You never received that Letter fagreenent, aidyou, Mr. 
Meog? 
Mr. Moog: I really can't tell you. I don't think I 
had. | 
a Mr. Shibley: Did you discuss it with the Ames 
. ca es ee apparenti 
representatives? There was a meetingYbetween you in November, on 
November 11, 1972,is my recollection, where 7 | 
Mr. Moog: Mr. Bellamy came up? 





Mr. Shibley: cs Mr. Bradshaw said he was there and 
he left because he didn't want to be there while you ; about ¢ 

Mr, Moog: When the heat was onf 

Mr. Shibley: Yes. 

Mr, Moog: Right. 

My, Shibley: Was this letter_agreement discussed? 

My, Moog: I can't recall. I don’t really think so 
but maybe Mr. Johnson can enlighten you on that. 

Me. Shibley: All right, because it has to be compared 
with what ultimately turned out to be an arrangement by letter 
between you which is already an exhibit. 

Mr Moog: I can't recall it. 

Mr. Shibley: Ali right. Then, the next document, 
we're now talking again ~ Fred Ferber is with the Prudential. 

At the mammbottom it says: w$50 million at $1,01$ or%1,01," Have 


you any explanation of that? 


=> ae 
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Mr. Moog: I think that may refer and, again it's 
guessing, but it looks to me as something which might refer to the 
exchange rate. Mr. Johnson would no doubt know what he meant by that. 

Mr. Shibley: Ail right. On the next page there's 
references to the lawyers that ne# were suggested ay retail” Tis 
would be as at October 4>so now can I take it that as of Rogue 
Kh, 1972, you were moving well towards reaching agreement with the 
Prudential? 


Mr. Moog: I ean't quite recall whether we were that 





close with the support at that time. 

Mr. Shibley: You see, on the second page there of the 
October re memorandum they ‘re weve referencing the names of lawyers 
who might be used. They're all at Blakes, Mr. Garrow will be 
pleased to note; Mr. Ron Brown, Mr. Lockwood, Mr. Evans, I 
understand, Mr. J.T. Evans, 

Mr. Moog: I think in Ames' view we were. 

Mr. Shibley: In Ames' view you were moving well towards 
&ha concluding an arrangement with the Prudential? 

Mr. Moog: I would think that this is what they must 
have assumed looking at this. Again I'm just guessing. 

Mr. Shibley: Yes, and from your conversations with 
Johnson on or about October 4 21972, did you also conclude that they 


expected to get you the money from the Prudential? 






Mr. Moog: I can't recall but ertainiy, ouldn't 
RQ big San rae, 
discourage anybody coming close to the xt@mepieiuxze of money 


ali their efforts. 


Mr, Shibley: Then, the next document, Sapes dated 
October 30, 1972. Youwi 11 note that one of the items referenced 
in that decument is: "No guarantee by the province", Of course, 
we now know thaton Qz October 23 the fact that there was to be 
no guarantee came to light. Is that correct? 

Mr, Moog: I think I said e% earlier, I really never 
expected to get a guarantee. It was something we ‘eae tried on 


for size and certainly got shot down in a hurry. 
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Mr. Shibley: Did Ames, and for that matter, did the 


Prudential react in any way to the fact that there was not to 





he a provincial guarantee? 

Mr, Moog: That I couldn't tell you. Mr. Johnson 
would be more qualified because I really a&@ didn't meet those 
gentlemen until this Friday . 

Mr, Shibley: Did they not discuss the consequences 
of the « no-guarantee situation? 

Mr. Moog: I think they would have discussed it at 
one time. 
‘” Mr, Shibley: What was said about this circumstance 
‘ef no provincial guarantee? 

Mr. Moog: I think all I would have said and I will 
say right now, if I was to get nones[it shouldn't make any 
difference. 

Mr, Shibley: By October 30, of course, you're down 
to the point of completing the documentation as between Canada 
Square and Hydro. 

Mr. Moog: That's right. We certainly knew that there 
wasn't any hope but, at the same time, we wanted to play very 
carefully on all that. You see, Mr. Shibley, perhaps I can explair 
it this way. We wanted to convince, first of all, the lender that 
they are to loan us money and that the deal was signed and the | 
gam covenant was good, and then we wanted to sort of get them off 
this @ idea af of theirsimore than our fsb wimat have this 


guarantee. It's a point of negotiating. 
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Mr. Shibley: Yes, but did this not open up 





the question of the crédit of Hydro, independently of a 
provincial guarantee? 

Mr. Moog: Well, we maintained, always have, 
that Hydro has very good Creahhs hat there shouldn't 
really be that much emphasis put on this guarantee business, 
Whieh, of course, would then probably feel a bit differently 
about it. It was not reflected in our rate, if that is 
perhaps your question, Mr. Shibley. 

Mr. Shibley: Well, let's go back to that. 

You were stressing the guarantee -- the covenant, I'm sorry. 


Mr. Moog: Covenant, yes. 





Mr. Shibley: You were stressing the covenant 
in terms of getting a lower rate. Did they not reflect on 
the rate when the covenant was less than one which included 
a provincial guarantee? 

Mr. Moog: No, not to my knowledge. Again, 
Mr, Johnson might clear it up better than I. 

Mr. Shibley: And then, did they not also 
concern themselves with the right to sue? You'll notice 
the very next page, Steadman says --- 


Mr. Moog: I only read on the periphery of 





that, and I really don't want to get into that,, because 
T haven't had any dealings directly with that. 
Mr. Shibley: Did you have any dealings with 





ag anyone, referable to this limitation on the right to sue? 
Namely, the need to get the consent? 
Mr. Moog: No. 





Mr. Shibley: You never discussed that 


Cerro nn oreo adele 
Mr, Moog: Personally I do not recall, no. 


Ss 
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I might have had a discussion with maybe Mr. Bradshaw on 
4t, that's possible. But I don't recall anything specific. 

Mr. Shibley: All right. To go on, then. 
Then on October --- 

Mr. Bullbrook: On the anes no political 
action to winnie. “does that mean that they infer that the 
present government might not last another 30 years? Could 
that be it. 

Mr. Wm. Hodgson: It's possible, not probable: 

Mr. Deans: Nor desirable! 

Mr. Shibley: I'11 go on with the next document. | 
October 31, '72, Mr. Moog. I notice from this that you now | 
appear to be looking for alternatives again. 

Mr. Moog: I think I always have, and the way 
to get good financing is to never @® say that you ean't get 
anything else, and you ought to know that by now, Mr. Shibley. 

Mr. Shibley: Mr. Moog, I put it to you that 





the difficulties arising out of the cancellation of any 
idea of a provincial guarantee caused problems. 
Mr. Moog: No, had nothing to do with that. 


T am sorry, Mr. Shibley. It really did not. 
Mr. Shibley: Okay. 





Mr, Moog: You see, what it says in there is 
another consogium tL have been dealing with, the Midwest 
abnaeeaie which I was made aware of by Equitable, just as 
Tt was made aware of Equitable the present source. These 
people usually know. 


Mr. Shibley: May I go on then to a November 





3 document? See the handwritten document, Fred Ferber, 
November 3. Skip two or three pages. And you'll notice 
they're still concerned about lease and they talk about 
different things. The right a sue is one of the mentions. 


Can Hydro go bankrupt. 
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Mr. Moog: Should be a question mark in 
there. 


Mr. Shibley: Then on the bottom there is 





7.5 per cent Western. What does that mean? 


Mr. Moog: I am going to ask Mr. Johnson, 





Maybe we could have gotten half a per cent off. I don't 
know. 

Mr. Shibley: And Western. What does Western 
mean to you? 

Mr. Moog: I really don't know. 

Se 

Mr. Shibley: You have nothing to contribute 

en eeee age ao eemeeeceD 


on that? 


Mr. Moog: I have nothing to contribute about 





that, no. 

Mr. Shibley: Then there's the commitment letter 
and that's dated November 8. And I just ask the committee to 
note the second paragraph. "Subject to completion of | 
satisfactory documentation and approval of their investment 
committee, Prudential have agreed to provide financing for 
this project on the following terms and conditions." 

So, now you've got what amounts to commitment 
subject only to documentation and approval of the investment 
committee. Is that correct? 

Mr. Moog: We didn't consider it quite that 

qoeeaccecanmes SSD 
firm at that time, but we felt well enough to have it that 
far. 


Mr, Shibley: Well, let me ask you this, Mr. 





Moog, having received this much of a commitment from the 
Prudential, by letter from Ames of November 8, '72, did you 
thereafter pursue financing with any other lending institution? 


Mr. Moog: I do not recall. I would always 





keep my ears and eyes open, but I don't think I did anything 


actively. 


H 2030 - 4 M.S. 


Mr. Shibley: Well, did anyone on your behalf 
pursue the matter of financing? 
Mr. Moog: No, I would not think so. 


er EO 


Mr, Shibley: So that, so far as you were 
concerned, this was it! 

Mr. Moog: Well, once you get this far then 

[oe 
you'd better leave well enough alone and be very, very 
careful with it that the raw egg doesn't dissolve. 

Mr. Shibley: And can we take it then from 


November 8, '72, forward, you were dealing with the 


Prudential and no one else? 


Mr. Moog: That would be correct. 
Me.—Skhibiey+—Adl right. Thank you. =i 
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\ then I want to go on, skipping the November 8 document. They 


are still worrying about the right to sue without consent. 
And then there is the document of November 10 with the 
computation of the Commission. And then there is a letter 
attached to the Globe article of November 14, That is the 
letter of November 16 and I think committee members should note 
that in the second paragraph it says: 
"T am enclosing a clipping from The Toronto Globe 
and Mail, November 14, which sets out that the Ontario 
Government have accepted the proposal that Ontario Hydro 
become a Crown Corporation. This should help take the status 
of Ontario Hydro out of limbo." 
Now the reference there is to the fact that @ Task Force 
Hydro reported on November 13 that Hydro should be a Crown 
Corporation and the government was indicating publicly its 
approval of that part of the report. Again Mr. Moog, do I 
take it that so far as you are concerned, you had no discussions 
about this aspect of the matter with anyone within government? 
Mr. Moog: That is correct, Mr. Shibley. Absolutely 
correct. 
Mr. Shibley: And the fact that the report came down 
at a time when Cuevinetad a question in the mind of the Prudential 
as to the status of Hydro and the fact that ie report came down 
at a time when it resolved that questian angeway that this 
letter indicated was aamempedg coincidence. 
Mr, Moog: I would certainly say so. 
Mr. Shibley: But you have no information... 


MEMS 


Mr. Moog: I have no information whatsoever on this 











matter. I understand that it hasn't been quite resolved even 


at this point, but I may be in error. 





Mr. Shibley: My only point beinase AE ARAB A,B 
appears from this file that there was a question through this . 
period of Same pan the minds of the Prudential. They were 
worrying themselves about the status of Ontario Hydro and the 


right to sue without consent and that questinn @ was resolved 
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by the publication of the Task Force Hydro report. 

Mr. Moog: I really can't help you any further on that. 

Mr. Shibley: All right. You know nothing about it. 

Mr . Moog: No. 

Mr. Shib ley : Do you have any information from Mr. 
Candy or anyone in government that the timing of that publication — 
of the report was in any way related to this? 

Mr. Moog: No Sir, none @ whatsoever. 

Mr. Shibley: All right. Then we get the letter of 
November eee of course we have already discussed, and you 
say it was a negotiated figure of 100,000. 

| Mr. Moog: That is sarees 


Mr. Shibley: So that when you said negotiated, this 





would be a reduction from $180,000 to $100,000. 

Mr. Moog: Oh, from a lot more than $180,000. 

Mr. Shibley: All right. Then come the telexes, and 
this is where they are talking on December 4. Now this is the » | 
period of time after the guarantee has been withdrawn. 

Mr. Finlayson: Withdrawn? 

Mr. Shibley: I am sorry. The guarantee has been a} 
cancelled. Any idea of a guarantee has been cancelled, and | 
@ipememnkee the finance committee of Prudential are still free 
to not approve the loan, is that right? 


Mr. Moog: I think it could have easily been yes. 





Mr. Shibley: I am just interested to note that this 


comes from the Ames' file referable to the Hydro financing. I 
_ were 

am just wondering whether again they~aaere lating the interest 

rate to the rate of the Ontario issue. 


Mr. Moog: I don't know. 








Mr. Shibley: You don't dggx know. Then the next thing 





is December 21. This is again for the assistance of the committee. 
You will notice: 


"This is to confirm our recent telephone conversation in 


which I reported to you that on December 12, the finance committee 


| 
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of @§ Prudential approved the purchase, etc." 
so that the approval of the finance committee was given on 


December 12, 1972,and you were notified of it by letter of 


2 
December 21, although you had also received telephone 
communication -- or they had. Is that correct? 

Mr. Moog: Yes. 

Mr. Shibley: And the next two documents relate to 
a letter. If you will stick with me on this, I'd like to 


finish this file before we break for luneh if you agree. 


; deeeeeece one of this LEC tOr 





\ 
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Om, Shible 








iemdle , 

“hagas te Feference: "Me corporation's only business will be to 
construct, own and operate the building described hereinafter." 
@es That's part of parggraph one. That's information you provided 


to Ames and they, in turn, provided to the Prudential. 







Mr, Moogh I would presume so, yes. 

Mr. Shibley: Then, the only other thing that interests | 
me in this letter is what is on page two of the final form of it, 
apd Yt's to be compared with what's on page two of the original 
typed draft wherein it says: "The corporation wishes to arrange 
to borrow from you an amount of U.S. dollars | maim 

In the first draft is said: dm "Squivalent to Canadian 
$45 million." In the final wording itmeam says: "$45 million US 
dollars," not equivalent. So, your application with the Prudential 
is for $45 million US dollars, not the equivalent of $45 million — 
Canadian dollars. 

Mr, Moog: Yes, I'm advised that that is correct. 

Mr. Shibley: And that was very specifically changed. 
Noy finally, there's a document dated May 14, 1973, the very last | 
document. I want you to go right to the bottom with me and it says: 
"Real Action: (1) Savings wetede 8 per cent toxNa@m Hydro; (2) 
Signed and Sealed; (3) Pension Fund - get into act." 

Did you have any discussion wita - this is Mr. Bellamy's 
note - to the effect that pension funds of Hydro might be employed 
for this building? 

Mr, Moog: I do not recall that at all, Mr. Shibley. | 

Mr, Shibley: Was there any, or is there any arrangement, 
respecting dm pension funds of Hydro? 

Mr. Moog: We have nothing to do with pension funds 
and we haven't dealt in it. 

Mr, Shibley: So you can't help explain what's in this 
entry? 


Mr. Moog: I'm afraid not. 
eee | 
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Mr. Shibley: Just one further question before we break, 
Mr, Moog. To be clear now, your evidence is that the fact that 
there was to be no provincial guarantee did not cause any problems 
respecting your arrangements with the Prudential. Is that correct? 
Mr, Moog: To the best of my knowledge, none. 
Mr. Shibley: And it did not present any problems 
generally in terms of financing for this building. Is that correct? 
Mr, Moog: Well, that's a big question. How do you 
mean generally? 
Mr. Shibley: Your financing as of October 4 and 
following was to be with the Prudential and you said it caused 
no problems in that connection. Did the fact that there was to 
be no provincial guarantee cause any problems at all? 


Mr. Moog: Not to my knowledge it hasn't. 





Mr. Shibley: Mr. Chairman, I think we might break now. 





Mr. Chairman: a You have some further questions? 





Mr, Shibley: Yes, a limited number, Mr. Chairman, and 





I think I ean clean them up in the early part of the afternoon. 

Mr. Chairman: Some of the members, I guess, may wae 
have some questions too. 

Mr. Bullbrook: W Could I ask one question in connection 
with this? 

Mr, Chairman: Yes, Mr. Bullbrook. 





{ ok 
Mr, Bullbrook: Do I take £&z PGE wssayaranada is 


really the same corporation,with gm change of nana ne Yonge-~- 
Eglinton? 

Mr. Moog: No, there is a slight difference in that, 
Mr. Bullbrook. 


(ores, 


Mr. Chairman: Am I ewaxzhk rushing if I «aexxx ask you 





to be back by 2:157 


o'clock 
The committee adjourned at 1: 05 wags pom, 
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The committee resumed at 2:20 o'clock, p.m. 

Mr. Chairman: Ladies and gentlemen, I call the 
meeting to order. Mr. Moog, if you would come forward. 

Mr. Moog: Right away. 

Mr. Shibley: Mr. Moog, I have relatively po cmsnsl 

Mr. Finlayson: Mr. Chairman, before Mr. Shibley resumes 
his examination of the witness, Mr. Coles had a telephone 
conversation with Mr. Bradshaw as to this question of whether 
the phone call was on August 4th or August 7th and Mr. Bradshaw 
says that his docket entry is in error, that he has an entry 
in his day book indicating that the phone eall tock place on the 
ith. Now, the 4th is a Priday, ahtfnaving spoken to him myself 
I would assume that he made the phone call on the Friday and 
then docketed the conference and the phone call am on the following 
Monday. So I think that apparently explains the discrepancy 
between the two memos, the one of Mr. Bradshaw and the other of 
Mr. Johnson. 

Mr. Chairman: Thank you, Mr. Finlayson. 

Mr. Shibley: Thank you, Mr. Finlayson, that does help 
to clear that up. 

These are somewhat disjointed questions, Mr. Moog, 
and you will forgive me in that respect. You know that there is 
a letter agreement which provides that any savings respecting 
financing as a result of the tate being less than eight per cent ogAnld 
“iep“Shared with Hydro. 

Mr. Moog: That's right. 

Mr. Shibley: Now, that agreement was effective under 
date of October x8, 1972. 


Mr. Me Moog: Yes, it forms one of the B appendices, 





I believe. 


Mr, Shibely: In effect ,@iepmmes 


ee 


it, from Mr. Bradshaw's testimony, the rate was ge established 


though, as I understand 





at eight per cent on October 4th, 1972. 
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Mr. 2% Moog:Mr. Shibley, once again, 





T don't consider anything as established and final until I have 
the document in my hand.’ We negotiated that; I did ask Mr. 
Johnson, I believe, to go below the eight per cent if that was 


possible, and 4.64 
Mr. Shibiey: Well, I am just quoting Mr. Bradshaw's 








evidence. 
Mr. Moog: YEs, I know, I know, you are correct. 
Mr. Shibley: And the concern I have is whether 
the agreement to share savings was meaningful or not, in that 
if the rate was established on October 4 -- can I take it 
that what Mr. Bradshaw was adverting to was the meeting withthe 
@@e Prudential in New York on October Nth? 
Mr. Moog: # I would eertainly think s0, yes. 
Mr. Shibley: So, that was the rate that was discussed 
with the Prudential on October 4, is that correct? 
Mr. Moog: I believe they were asked to go somewhat 
below that, but I think eight per cent was definitely agreed on. 
Mr. Shibley: I realized you may have asked them to, but. 
Mr. Moog: Yes. 


Mr. Shibley: He, having given testimony that the rate 





was established at eight per cent at the meeting with Prudential 
on October 4, the agreement of October 18, respecting a sharing 
of savings, really was quite meaningless. 

Mr. Moog: In that particular connection, Mr. Shibley, 
but supped, OA Pridentian could not have been developed, then, 
T think it would have been very meaningful. | 

Mr. Shibley Now, then, Mr. Moog, I have asked, and I 
ask you again, to have a shronology compiled as to the dates of 
execution and delivery of the documents inter se Hydro and Canada 


Square. 
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Now I have not only urged this upon you, but upon them as well. 


Mr. Moog: I'm sorry, did you ask me as well? 

Mr. Shibley: Yes. And the indications I am getting from 
Hydro are#@ that they need your dates. No, they think they executed 
theirs on November 1, but they are double checking. Now I am 
very anxious to have. for the assistance of this committee, what 
were the dates.... 

Mr. Moog: We will do our best, Mr. Shibley, and I think 
1G 538 B CUGBCLON Of 5 a0+%. 

Mr. Shibley: Yes. Now the problem we have is this¥simply 
puts that a document is not an agreement until it is signed by 
both parties and there is delivery of that document. So between 
you and Hydro I am still unclear as to when, within the period 
around the beginning of November - November 1 - whether before, on 
November 1, or thereafter the documentation in question was 
actually signed. 

Mr. Moog: Can I try to help you on it as I recollect’ 

Mr. Shibley: Yes surely. 


FSET ere pee? 


Mr. Moog: Just to the best of my recollection , mdeiiax 





Mr. Bradshaw, Mr. Coles and everybody involved, we'll try to find 
the dates to tie it in with. But it is my recollection that 
everything was finalized on November 1. I believe it was around 
that time that I went down \tasyEquitabie once more to see just what 
would ma happen there. 

Mr. Shibley: Well, I would like you to double check Phat, 
as I have asked Hydro to do. And if you might get together, your 
people with them. 


Mr. Moog: Yes. 





Mr, Shibley: Because without that chronologf¥e¢I must ask you 
this; this committee 1s interested in knowing whether the commitment 
from the Prudential, which was evidence by the two letters =the 
letter of November 8 which sad that it had been approved subject to 
their finance committee approving, and the letter of December 21 
saying that the finance committee had approved on December 12._= when 


in relation to those commitment letters, the documentation between 


2:25 - ¢:3U pm 
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you and Hydro was actually complete. 

Mr. Moog: It is my recollection it was complete on 
November 1, but I will check this once more and certainly help 
you on that. 

Mr. Shibley: All right. Fine. Now then, there was 
another undertaking... 

Mr. Allan: Mr. Chairman, I wonder if I might ask one 
question before you ieave that; just relating to an answer that 
Mr. Moog made to your question, when he said that if Prudential 
hadn't gone through with this that then the credit that would 
come to Hydro as a result of the lower interest rate would have 
been important. I am not able to see how that would have been 


important. I don't think they had a chance in the world of getting) 





alower interest rate. 
Mr. Moog: Very good point, Mr. Alian. Suppose we would have 
red to fall back on what I always,to myself at least, called the 
European reserve .0~-and we would have talked say 6% or 6-3/4 or 7 
per cent, and the exchange rate risk at that time g of course would | 
have been Hydro's too, but for that they would have had the 
benefit of @m a lower interest rate. To that extent they would fi 
have benefited, oes would have been necessary, Cine 


North American money market would have been kaput,as it is today 


7 
s0 to speak, for that sort of borrowing. 


7 
Mr. Alian: I haven't heard any evidence which would 
give me much confidence that you were going to be able to do that a 
Mr, Moog: Well, I didn't particularly want to do it, but 
it certainly is something which is there,and is there today still. ii 
Pomething which certainly went through my mind before we went down — 


to New York again. 


Mr. Shibley: Now thereare a few points on the building 





that I want to cover with you. 

In your January 24 proposal you listed certain items that | 
formed, I think, a total of 92 cents in additional rental rate 
emanating from special features of the building, 


Mr. Moog: Yes. 
“OS eEey 


~~ vw mt de Tee | 
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Mr. Shibley: And I aske® you by memory’ the VVR system, 
that is the mechanical system you had in at an extra of 55 cents. 

Mr. Moog: That's right. 

Mr. Shibley: So that you are saying that because of your 
unique system of mechanical installation, an a Fe multiplied 
against the rentable area¢ being 1.2 million square feet... 

Mr. Moog: Yes. 

Mr. Shibley: Would generate $660,000 per year additional 
rent. 

Mr. Moog: Yes, the reason we put that ficure \erthis.<i 
because there are savings in space involved, and if you compute that 
add calculate that ail in, we believe it is worth in that range. 

Mr. Shibley: That is the only thing I wanted to establish 
with the committee, however; @p the extra rent that is being paid 
for the VVR system is $660,000 per year afm over the 30 years of 
the contract? 


Mr. Moog: That was a very rough calculation in our 





submission. I would say that it is in that ball park. 
Mr. Shibley: Now in addition, are you intending a royalty 
to be paid as part of the capital cost of that system? 


Mr. Moog: No, this is where I think the royalty would be 


part of that. 





H-2035-1 follows 
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c (Mr. Shible 
“~I want to be clear on that because I had seen indications of a claim 
for as much as $1.75 per gross foot of Yobw lading or an extra $2 
million for Satay royalty, but you are saying you are not claiming 
that? 
Mr. Moog: As I recall, Mr. Shibley, and I am just 
trying to expedite this «i. 
Mr. Shibley: Yes, all right. 
Mr. Moog: +*As I recall it, the amount there, that 
55 cents, would include a royalty because what we are really saying 
is if you use our system you get more space. Therefore, if you 


#® convert that space into rentab area and into dollar savings, 





it is worth that much difference. That's really what we are saying. — 


Mr. Shibley: All right, but to be clear on this then, 


when the time comes to effect an appraisal of the value of this 


building es 


Mr. Moog: Yes. 


Mr. Shibley: «>And I am purposely using the wording in 


the agreement "appraised value", 
Mr. Moog: Yes. 
Mr. Shibley:<—It is not intended by Canada Square to 
tie? Sr tiatsimes > 
claim a royalty in respect of/mechanical installation: 


Mr. Moog: I think we would have to leave that entire 





up to the capability of the appraiser. We certainly wouldn't ask for 
any royalty. 

Mr. Shibley: No, Mr. Moog, because if you are 
including it in the ¢& rental, by including 55 cents in your $4.92, 
then you ought to make it clear to the appraiser that it is not to be 
an igi added item in his evaluation of the building. You shouldn't 
get it both ways. 

Mr. Moog: Mr. Shibley, the appraisal, I think, has to 
atand on its own feet, I think that it's most important that a 


competent appraisal firm be selected who will use their own judgement 
on it. 


a ei Pe (PED 





+ “ae iae™ 


ce, 
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. Mr. Shibley: Well, then, Mr. Moog, in that event, 
you are telling this committee that,should the appraiser take into 
aecount the added value created in this building by reason of the 
“YVR system that you will have that added to the capital cost of the 
building? 

Mr. Moog: I am & not really saying that. 

Mr, Shibley: I am sorry, the appraised @ value of 
the building. 

Mr, Moog: I am just not trying to interpret the 
appais appraisal, Mr. Shibley.' 

Mr, Shibdiley: Well, I'm saying, if he does that, then 
you will get an allowance for that within the $34.00. You will also 
i niianeously over the term of 30 years be getting $660,000 additional 
rent for it. 

Mr. Finlayson: Mr. Chairman, it seems to me that these 
Re. the kind of arguments that are going to be addressed to the 
_ individual who is ultimately called upon to make such an appraisal, 


aad ir these points are valid, I am sure that the valuator will give 














effect to them. If they are not, he will not. I don't see why, at 
this stage, Mr. Moog should be asked to frame out an argument which 
he may or may not make when the time comes. 

Mr. Chairman: I appreciate that position, Mr. 
Finlayson. rt igor adiiveJone of the problems, that this body is 
42 to investigate the terms of the contract and one of the original 
charges was that Canada Square might be getting excessive returns on 
this transaction dans: 1P we can't determine what those returns may be, 


CST CALA 


because it may later be before some other it makes it rather 





aifficult for us to do our task as well. I think the question is a 
reasonable and fair one. I ean understand you not wanting Mr. Moog 
to be committed in case there should be some future argument over eee 
but I also think it's essential for us to try and determine the 
contract which we are charged to look at. As I also understand it, 


the terms of what is said here are not necessarily binding in any 











other court that may be looking at si le it may be difficult 


for Mr. Moog at that point to change his position ga Fhat 's our problem 
wa 
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Tie. chaimanya> a 
and I certainly understand your probiem. I do, however, think it's 
& reasonable thing that that question should be pursued so that we 
can complete our task. 
CO 

Mr. Moog: Maybe I can amme answer it this way, Mr. 
Shibley. I don't think we have to resort to royalties. 

Mr. Shibiley: Fine; that doesn't tema help. 


Mr, Moog: Well, I po handy dont Za are lS be pul, 





Mr. Shibley: Mr, Moog, a claim for Sos atty of 


$1.75 a foot runs to something in excess of $2 million. We are not 


talking a small sum of money and if you were allowed za $2 million 
towards the $44 million on a royalty basis, then Hydro would wind up 
with a building for which it had ae. d an extra $2 million for the 
VVR system while skmuitkame% simultaneously paying an extra $660,000 
per year rental on the basis of the proposal you submitted. 

Mr, Moog: I don't quite see it that way, Mr. Shibley. 

Mr. Shibley: Well, how do you see it? Because your 
proposal says that in the $4.92 rate a 

Mr. Moog: Yes. 

Mr. Shibley: +555 cents of it is an extra because of the| 


VVR system, gy 


(H-2036 to follow) 
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it is extra rental rate, 


on page four of your proposal. 


Mr. Moog: Perhaps I could sum it up this way. We 
had a rough idea that by going into a different quality 
pbuilding, still a very good officcpuilding, we could save 
very substantial amounts of money. It is not just the 
air conditioning itself, it is the curtain wall too, which 
is involved in this. 


Mr. Shibley: Would you just stay on the one topic 





please? I'm trying to make it as simple as possible, Mr. 
ire ucla T'd just like some simple answers. 

In your proposal to Hydro it was indicated that 
the rate was $4.92. 

Mr. Moog: Right. 

dino eed tae 

Mr. Shibley: In part because there were the special 
features, one of which was the VVR system for which you 
were contending that 55 cents per square foot per annum 
should be allowed. Now that's $660,000, actually it's 
more than that because it is——yes, it 4s $660,000 per year 
additional rental for the special extra feature of the 
VVR. Now I want to know whether -=and I must tell you 
that I'm instructed that a royalty was indicated to 
Hanseomb Roy, and that the anount was some $2 million. 

Now I want to know whether you are asking for it, 
so to speak, on both ends? AS a capital cost allowance 


of $2 million and as additional rental. 


Mr. Moog: I just don't want to take issue with the 





appraisal right now. I hope T don't have to. 


2036-2 
= Sept .4/73 


2:35-2:40 p 
C.B. 


Mr. Shibley: Weil then, you are going to--you see, 
the appraiser is only going to appraise the building, and 
af he views..... 

Mr. Moog: No, no,he appraises all the fedures of 
the building. Not just the.... 

Mr. Shibley: I agree. So he appraises all the 
features and he'll appraise the VVR system. 

Mr. Moog: That's right. 

Mr. Shibley: And if he concludes that because of 
that system the building has an appraised value of $2 
million more, he'ii allow you that. 

Mr. Moog: That's quite possible. 

Mr. Shibley: And while you're simuitaneously charging 
extra rental to Hydro in the amount of $660,000 a year. 


Mr. Moog: Extra rental only in reference to something 





which didn't materialize anyway. Isn't that what you are 
saying? 
Mr.Shibley: No, I'm not saying that at all. You're 





ce) 
putting this system in avant E you? 


Mr. Moog: Oh yes. 





Mr. Finlays: Mr Shibley, with great Pe RRS tan you 
correct in what you are saying? i. mean if the appraiser is 
going to value the building on the basis of the lease, hen 
certainly he will arrive at one value. But I don't see anything 
inconsistent with his looking at the building without looking 
at the hia da in a proper case attributing some kind of a 
royalty payment with respect to the VVR system. In other 
words I don't agree with your suggestion that he's charging 


for it twice, 





- 2036-3 
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2:35 - 2:40 pm 
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Mr. Shibley: Well, T'ii make myself clear then. 
Canada Square is entitled to borrow $45 million provid#éd 
the appraised value of the building is $45 million. Let's 
take as an example that the appraiser comes in and says, "Yes, 
having @ regard for all the special features built into this 
pbuilding, including the VVR", which he puts an inherent value 
on of an extra $2 million, ait 4s worth $45 million.” B 


Mr. Moog: All right. 





Mr. Shibley: Now Canada Square then has realized 





$2 million on the mortgage financing and avoided an abatement 
of rent by reason of the VVR systemy—$2 million in pocket 
to Carala Square, because everything else has been valued 
at $43 million and the extra $2 million on account of the 
-VVR. 

digg And yet Hydro is being required to pay an extra 
$660,000 rental. 

Mr. Finlayson: For a superior system, I don't quite 
understand, ,, 

Mr. Moog: I don't follow either. 

Mr. Allan: Mr. Chairman with very gaa great respect, 
4f the bilding costs $45 million.... 7 
Mr. pabtabat. woatean’ valued. ; 
Mr. Allan: Valued at $45 nitiion, \e4s only 





a a) 





reasonable that they would pay more rent than Same. 
had been valued at $35 million, isn't it? 
Mr, Shibley: I'm missing my point, I can't get through. 


Se NA TOU REET TIT NE TN 


Mr. Chairman:.In addition to thas epere 4s a possibility 





of paying a rental g at least a royalty. 
Mr, Allan: ern 4a you are renting something that 





is worth $45 million,can you expect gyaks to rent that for 


the same price as something that is worth $35 million? 


AO3b- 
= mae Sept. 4/73 


2:35 - 2:40 pm 
G58. 
Mr. Chairman: No I wouldn't think so, but what do 
you do about payments for the use of the special system: 
Mr. Allan: But I think it is as simple as that. 
@ Mr. Chairman: Well I can't see an appraiser taking 


it into consideration both ways. 


Mr. Deans: I would like to ask a question. 





236 to follow 


ee 


H-2037-1 | Sep. 4/73 


(Mr. Deans ) 


Is the appraiser going to take into 





consideration both ways. Is it not a fact that because 
Hydro has agreed to pay the additional money for the system 
that they have neh agreed that the system is better or | 
different or in some way or other is going to add to the value 
of the Erne fa 

Mr. Allan: To the value of the use of the building. 

Mr. Deans: Melt thats obvious. I am Lreying. tousee 
for -- I can understand what Mr. Shibley is asking about and te 
am wondering whether, by virtue of Hydro having agreed to pay 
the Popcantaienat Hydro hasn't by themselves said that the 
VVR. system is better and therefore have added by their own 
agreement that area to the area that will be appraised by the 
Jtaaenyeel 

Mr.Shibley: Well, if -amenot:, going to pursue 2b 
further. I wanted to get only one position clear and that's 
whether Canada Square wewe in acaLtion to claiming this as 
an item to establish their rental rate, was going to claim 
it as part of the evaluation process and I gather Mr. Moog 
‘says he is going to leave it up to the appraiser and E ean’ t 
get beyond that. Mr. Moog an 

Mr. Deans: Well, if the -- I am sorry Jim. 

Mr. Bullbrook: All right. Go ahead. 


Mr. Deans: I just want to ask, you say you don't 





want to take issue with the appraiswer now, the question i 
want to ask you is simply this. If the appraiser does not 
include it, what will be your position? 

Mr. Moog: I would think if it is a reputable firm 


and the appraiser can convince us that it ought not be included, 


then I don't think we would ask for it. 
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Mr. Deans: Okay. But do I take from pieeene 
moment that the appraiser would have to cénvince you that 
it ought not to be included? 

Mr. Moog: I don't think really that we would even 


argue that point because in more likelihood than anything 


p wibhen maybe 27 

else, I think the appraisay may say 47 ,and then/ sexs million 

will be added and it comes out to $49 million - what then? 
much 





am, You know, that's what it looks Like eam more 


than not. 


Mr. Chairman: Mr. Bullbrook. 

Mr. Bullbrook: I was just going to help you, Mr. 
Shibley, in this xegme respect. I know that you were concerned 
about the question of the royalty payment now I don't think 
the question was ever asked if royalty consideration was part 
of the 55 cents. Was it asked? 

Mr. Shibley: No. I think he -- I didn't ask that. 
I will ask the question. I thought he might have answered ct 

Mr. Moog: I thought I said that I think part of 


SR, 
that would show that there is a B benefit in savings of floor 


SPace pig 

Mr. Shibley: Mr. Bullbrook is sagt ag Bisel you 
figured up the 55 cents were you contemplating compensation 
for your special system, your patent or whatever? 


Mr. Moog: I can’t reconstruct that right now, Mr. 





Shibley, I am sorry, 


Mr. Bullbrook: You see, that's -~ I think you will 





agree with me there, Mr. Moog, it is important because where 
Mr. Shibley lost me, and I say this most respectfully, it’s 

the question of the royalty payment being doubly charged or 
being a benefit accruing to Canada Square twice. I frankly 

see Mr. Shibley's Pst ee Par if in assessing the 55 cents, 

Mr. Moog, that was an assessment of your actual costs for 

the installation of the VVR system exclusive of royalty payment, 
then of course it answers the questiong somewhat that Mr, 


ae it g certainly resolves the dilemma we have, 


a 


Mr. Chairman? 


H-2037-2 Sep. 4/73 


(Mr. Bullbrook) 
If you hadn't included royalty consideration 1 tie 5 Se Cents. 

4 
then its academic as far as this committee is concerned whether 


it is used in the ultimate appraisal. Do you agree with me, 


Mr. Shibley: Bearing in mind also that there is 


in evidence the claim for an extra $2.50 for the nee i 
| [232 





installation. The difference between say oe 





is claimed for this special system. That 


is a differential that represents seme in excess of $3 million 


a4 
by construction of this Poe LAres ne that thats! being claimed 


asivpartror. the. appraisal, issditenot? 





Mr» Moog: sYessithathcertainly is. | 

Mr. Shibley: And in addition you are claiming -on 
the rental rate on a per annum @ basis the extra 55 cents per 
Foot.wtsythatyriecnt? 


Mr. Moog: I really think rental rate and capitalized 


value fo) 


Mr. Shibley: When I say extra, Ltrs par titor Now 


& 
9 
‘you made up your rate. Well it is, because ics) rent in the 


Wee of January 24 on page.4. 





Mr. Moog: What we are saying is we could builds 

nee ccee 
a building for a lot lower rental rate and maybe this is 
very coo vo COVeEr that port... 

Mr. Shibley: I am not saying, Mr. Moog. I am 
still confused in that respect. If you could have anyone 
at all eitss rere me, I would like to have it clarified 
but it just struck me that 


2 
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Sept. 4, 1973 
2.45-2.50p.m. | 


o 





H-2038-1 
(Mr. Shibkey) 
Seite SORES there was some duplication. 


Mr. Chairman : Mr, Allan. 

Mr. Allan: Mr. Chairman, don't you think that when 
you have Hanscomb Roy and those people here that you wiil get 
some independent advice, or answers, which might be more 
beneficial! 

Mr. Shibley: Thank you, Mr. Allan. 


Mr. Chairman: We may have Hanscomb Roy's position, #¥ 
TREES INET page 5 


ri, Aha cddur, 





we may not have Mr. Moog's position #essmh. 
Mr. Shibley: That's the probiem. 
Mr. Allan: Then I still feel that TI would like, before 
these hearings areover, to have some idea of iy what that 
phrase means as far as the valuation of the building is coneerned. 
“Appraised value.” 
Mr. Chairman: I think that was one of the points that 
Mr. Shibley was now trying to establish with Mr. Meog. 
Mr. Allan: No, we should have an independent witness 


once in a while. 


Mr. Chairman: Well, I am not so sure Hanscomb Roy can be 
bine Ai nce ai 





considered tgmiemmemd independent on that either, They are working 
for Hydro. 

Mr. R. G@. Hodgson: Mr, C hairman, I woul dlike to ask 
Mr. Moog a question, and that is, there is a standard procedure 
of evaluators of buildings! 


Mr. Moog: Right, Mr. Hodgson. ¢ 





‘ PF a 
Mr. R. G@. Hodgson: And ies you mentioned the Bipak other 
RNS tear SEITEN SR TICIOE Ey 


day, as to a standard procedure, Is it your understanding that such 


\ 
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on R. G, Hodgson) 
; a royalty payment or valuation as we # have been talking about, 
would be in that evaluation procedure? 

Mr. Moog: If that qualified appraiemé at this juncture 
of time feels that this system is that much superior, I would think 
he might inelude a royalty. If he feels not that way inclined, 
then he would not allow a royalty. I think that is up to the man 
to establish its 


0. 
Mr. R. G. Hodgson: In your experience, then, it is 





rather an individual-— 
Mr. Moog: No, I era tala. will do is that he will 
etnies buildings, and he will find out what tenants 





on the market wou pay for fegmame features such as this. I think 
that is how he will react, and I think that is the only fair way 
to react. 

Mr, Deans: I don't understand, I'm sorry, but I thought 
royalties were paid to the inventor for the use of the product, and 
that it had nothing to do wie with whether it was better or worse. 
If someone decided to use it they paid the royalty. gl don't see 
how an appraisor is going to look at it and say it is a better 

and 
system tuaiftherefore we will pay ~mugmeme. royalties, gor it is 
a g worse system amgwe won't pay royalties. I was under the 


appraisor 
impression that the ae Be will simply look at the system and 






if that systen was used Pee eset as werepecrugd from that system 
that the royalties would automatically be paid. 


Mr. Moog: No, Mr. Deans, I am sorry but I disagree with 





you, 
Mr. Deans: Surely , the purpose of a royalty is to 
Haren: protect the inventor from someone else us@ing that)” 


Mr, Moog: This is what we have so far done, we haven't 





marketed the system. 


Mr. Deana: Okay, and that royalty is payable whether 





or not that product is a superior product or not as long as the 


person uses it, uses it. 
A 


HZYB-3 Sept. 4/ 73 
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Mr. Moog: Maybe I can clear it up this way; 4 
Mr. Deans: Is that not so? 
Mr. Moog: Mr. Deans.... 


Mr. Chairman: That is my understanding, yes. 





Mr. Moog: If we woud, pay royalty for something which 


was not worth its royalty, whatever it is, say a ceiling system 





for instance, and the appraisor would have to look at that and say, 
"Ah you have $1,200,000 in for a ceiling system,"10 cents a 
square foot, or a dollar a square foot, or something like that, ; 
"that celing you could have bought a similar ceiling elsewhere 
without paying that royalty". He would then, as a good appraisor, © 
disallow that @mp amount. And that is the analogy I was trying 
to draw your attention to. : 
Mr. Deans: What I am trying to pet @ at is, the system 5 


SSSR 


that you are putting AM poner esd 
Mr. Moog: It is just that utuntt. hee ellrrd of wtakl 


on the appriagod s part, which I think has to be his judgement. 





Mr. Deans: Okay. I am a little bit naive in these 





sorts of things, and I don't understand, first of ali, how an 
appraisor would determine whether or not the system was better. 
They would say it was, I am prepared to concede that the system 
works, and therefore - weil I would have to concede that, that 
the system works, and that the system is @ somewhat dif@erent 


from other systems in existence, and that the gggase appraiser might 





look and determine the difference, and he might say that it works 
wel], but if there are then royalties which can be claimed 
by the inventor as the result of someone putting into use the 


system which he invented, he is entitled to the royalties, whether 
the system is better or worse, 


Mr. Moog: You see, this is what the eps appraised value 
RETRO re, 
MANX means. He is to establish values not what somebody might hav 


foolishly paid out for it, but what it really is worth, ¢hat is 
his job. 


Mr. Shibley: We will get baek to it anyway. 





he at 
a 


H-2038-4 2 Sept. 4/ 73 
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Mr, Deans: Am I wrong? 
Ascpmerrone eee 


Mr. Shibley: I would like to leave it at the moment. 





Mr. Deans: All right. 





Mr. Shibley: There aesome gm questions that I woulda 





like to pursue with you, Mr. Moog, referable to some of the 
questioning I led you thgough last week. We taiked about the 


eontrol set_up for the computer at Eglinton to operate the 


mechanical installations at Hydro. 





(Tape H-2039 follows) 


2:50 - 2:55 pm 
CA 


H-2039-1 





Mr. Moog: Yes. 

eee 

Mr. Shibley: Is there a rental charge for use of a Bell 
Telephone line from the Hydro head office building to the 
Transamerica Building for monitoring the airconditioning system 
from your master control? 

Mr. Moog: I understand that there will be. 

Mr. Shibley: Yes. Does the tying in of the Hydro building 
system to your master control increase the number of personnel 


required to operate your computer centre? 


Mr. Moog: At Canada Square, Yonge and Eglinton? 





Mr. Shibley: Yes. 
LATA TET LIT EFT OTE te cee 


Mr. Moog: Yes it will. And as a matter of fact I believe 





that we will have to staff it with two additional men. At the 


moment we are just taking readings intermittently .@m Our computes 
when ; 


at that time \was-the 


man it with three shifts a day, 24 hour basis. Right now we have 









Koad A 9 
Lepeees” sytem will be pahdee hy hee will have to 


got one man once in a while taking readings. So there will be two 
more men. 

Mr. Shibley: There is going to be a scanner in the 
control centre of the new Hydro building. Is that cottect? 

Mr. Moog: That is right. 





Mr. Shibley: And does that require an operator for any 
portion of the 24 hour day? 

Mr. Moog: The contemplation at the moment is, and these 
are all electronics, and I am really not that familiar with it, but 
I understand that there will be during the daytime somebody manning | 
that scanner. 

Mr. Shibley: Now then, there is provision now being made 


AROS EU PRACT: 


for the delivery of steam to the Hydro building for snow melting. 





Is that correct? 
Mr, Moog: TaAt is correct. Yes. 
TTT 
Mr. Shibley: Is that to be included in the basic $34 per 
SERRE OE BES SUTRAS IR 


Square foot? 





September 4/73 
oe ~ 2:55 pm 
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° Mr. Moog: Whatever it costs us to make the installation; yes. 





Mr. Shibley: Yes. It is not to be the subject of an extra 
charge to Hydro? 
Mr. Moog: No, sir. 





Mr. Shibley: While I am on this matter. You are familiar 
EERIE LETT ee 
with the provision in paragraph 8 of the contract that Mr. McCallum 
was reviewing as it relates to the preliminary specifications and 


— 
as a guideline? Okay? 


the 
A 


Mr. Moog: I would have to refresh my memory again, but 





maybe we can do it without wasting time, if I get your question. 

On page 8M "Any change in the building requested by ONtario Hydro 
prior to its proposal pursuant. ." “So On. Yoo? 

Mr. Shibley: jm, Now you know that Mr . Candy, interpreting 


clause 9 
this had attempted to include carpeting throughout the building. 





Mr. Moog: Yes. 





Mr. Shibley: What interpretation does Canada Square put 





upon the right of Hydro under this clause to make changes which 
would be included in the $34 as opposed to being an extra? 


Mr. Moog: I think it was quite clear from the onset that 





carpeting was at the expense of Hydro. 


Mr. Shibley: I realized that. That is a clear example. 





Mr. Moog: Yes. 





Mr. Shibley: But I wanted to take it beyond that. How do 





you view this clause to be applied? 


Mr, Moog: How do I view it to be.... 





Mr. Shibley: Yes, for example, you have already said that 





the steam to be delivered is not an extra. 


My. Moog: Yes. 





Mr. Shibley: The installation of all that piping and 





equipment. 


Mr. Mogg: That is right. 





Mr, Shibley: Now do I take it that is so, because it fell 
SATA SEPIMERET ES MALLARDS SPER LAS 
within the general scope of what WAS Sdipidenmnte contemplated under 
Pear eet uery specifications? Or is this just a matter of you 


feel that that is something inherent in it,., 


opptember 4/73 , 
2:50 - 2:55pm ‘Fi 
CA 


H-2039-3 
Mr. Moog: We thought it was necessary to do and that is 





why we did it. I really haven't studied the agreement ever in 
reference to anything we have done. 

Mr. Shibley: All right, then I won't pursue it with you. — 
There is this, however, you know that when Mr. Houser prepared his 
draft of the sgmammms agreement, the draft dated September 15; he | 
did make provision in that draft for the production by Canada Square 
of its records, invoices, and so on, to assist upon the evaluation 
of the building. And I understand that it was Canada Square that 
insisted on the deletion of that provision. Is that so? 

Mr. Moog: That is quite likely to be the case, yes, 

Mr. Shibley: So that although the solicitors for Hydro 
attempted to stipulate for those particulars to be provided, you 
were insistent that they not be part of the agreement, . 


Mr. Moog: WE felt that was our business. 


H-2040-1 follows 
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Mr. Shibley: Now, I want to &sk you about the 
wened 
profits in this project. Can you tell me what yot{¢Consider 
. to be an appropriate builders profit, a rate - percentagewise - 
for construction of the building alonef I am not now talking 
about 4.» 


Mr. Moog: I know what you are asking Mr. Shibley. 
aeoRly . ! . 
Lcar only tell you I have neverqton Wy nowled ge, Bone out to 


conkrock 
‘eagle for other people. 


Mee Shibilerseas realize that. 
Mr. Moog: Solio jobs fats te 
Mr. Shibley: iT want to know what you would consider ty 
Mee Moog <*> 1 wouldn't even know. 
Mr. Shibley: Well, would it be three canoer Would 
it be five per cent? 


Mr Moce: If am sorry. 1 wouldn't put’ in that 
io condkerchionw 


category o profit. I really would not know what would 








be commensurate with it. 

Mr. Shibley: Did Canada Square take off calculations 
of profits referable to this project? 

Wr sMoor. | Tt believdyou have got some of our earlier 


estimates which showed our costs and they came into the 














L+0 
Ne Stas bracket as far as the physical zy 
Mr. Shibley: I have some of your materials’ I am 
wonderingsHave you got other files referable to the financing 
and referable to the computation of profit? 


Mr. Moog: Not to my knowledge, no. 





Mr. Shibley: Well I am particularly interested to 
know whether you computed the construction profit? 
Mr. Moog: We didn't look at it that way, Mr. Shibley. 


Mr. Shibley: All right. Aside from computing it, 


a) 
agatnfeosist the committee as to what's going to be involved, 


H-2040-2 Sep. 4/73 
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Mr. Shibley) 
know, 
yougthat if this were a tendered project, the builder might 
figure his costs and add on anything from three per cent up 
as his profit on the projects: is that not so? 
Mr. Moog: Depends on the type of contract you 
wh 
have. If you have a cost-plus contract there isn't any 
particular incentive to save money, you 4... 


Mr. Shibley: I am not talking about management. 


IK+e2 Rer comb @yY } 
Mr. Moog: mwt Ad. five per-cent—or whatever 


COW MAKMY LO 


it is, You have aateeagee—contract , you would do something 







else. If you have an upset price contract, you'd do some- 
Qw 

thing else ere are all sortdor variations. I think it 
is all commensurate with the risk 5 te Cuma of profit — 

Mr . Shibley: Mr. Moog, are you prepared to indicate 
to this committee what percentage profit for construction only 
Canada Square would consider appropriate for this project? 

we Lowel 

Mr. Moog: I don’t think Ohut wag Sverfgonsidered lnRot 
as Um 4+ 

Mr. Shibley: Quite apart from having gangzer con- 
sidered it, would you s.u., 


Mr. Moog: I don't think we ever foamy 





Mr. Shibley: joo, please tell the committee your 
present views? 

Mr. Moog: Even at this moment, I wouldn't know 
what to put on that. That really isn’t what we are talking 
about. 

Mr. Shibley: Are you go 

Mr. Moog: We are not talking construction profit, if 
we make a profit. 


Mr, Bullbrook: Weld is gee. construction protit thong 





an inappropriate method of looking at it? 
Mr, Shibley: Well, I think Mr. McCallum mayhelp. 





Mr, Allan: Mr. Chairman, aren't you going at it 





Ov 
from the wrong end? Shouldn't we find out from the person\the 
3 





op 


(Cite. aitan) 


type of person who is going to appraise this building, what 


H-2040-3 Sep. 4/73 
2.55-3.00 pm 
V.H. 


we are xs talkingabout in that phrase in that sentence , 
“appraised value’? 
Mr. Bullbrook: Mr. Allan, we have an exhibit here 
where Mr. Candy assessed this thing and I am sure counsel is finally 
going to get to this|_|Exhibit 83 which has been in the back of 


wWhotk Uourre 
my mind for about two and half days ane {s this not naber kh labTs? 









Mr. Shibley: We will eventualiy get to it but I had 
thought, Mr. Moog, that it was very clear that in a project such 
as this there are three elements of profit, one being construction) 
the Rea second being the differente between the cost of 
maintaining and what you are charging for ity and the financing 
of the building itself would provide a profit. I want to find 
out from you what [if anything, are the calculations 3&Sy Canada 





Square? 

Mr. Moog: We haven't made any and I wouldn't know, 
Mr. Shibley . We looked at it differently. 

Mr. Shibley: Perhaps you should see the exhibit to 
which Mr. Bullibrook is making reference, exhibit 83. Have you 
ever seen this before? 

Mr. Moog: I don't recall, no. I might have seen it 

proceedings. , 
in the agin ————~ 

Mr, Shibley: You'll notice in this break-out there's 
a calculation of profit of 45 cents per square foot on the 
rental s=-> 

Mr. Moog: Where would that be? On the second page? 

Mr. Shibley: On the first page. 


H-2041 follows 
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Mr. Moog: Yes, I see it. 


Mr, Shibley: I think this is perhaps of some importance 


eee 





be now, because in fact, although® the proposal sets forth $3.35 as the 
cost of financing, the cost of funding $45 million at eight per cent, 
amortized over 30 years is not $3.35. Lt’ 6. $3502. 

Mr. Moog: I don't think that's quite correct, Mr. 
Shibley. I think it comes closer to $3.20-something because I think 
this mixes up rentable area and gross area if I may -- | 


Mr. Shibley: I am going on certain information I 
inked 2b oneal wate 


saw in Mr. McCalium's file. Is that wrong? 

Mr. Moog: I have -- well, I will teil you, this 
morning I had a quick glance at some of that and I would think that 
this is wrong. I think $3.02 is wrong. 

Mr. Shibleys I see. Well, we will let Mr. McCallum 
answer it for himself when he is in the witness box but then it goes 
on on the next page: "This profit will be 45 cents per square foot 
per year for 30 years, The builder, however, is entitled to a 
builder's profit on the construction of the building of, say, 3 per 
cent, or $1,200,000, which is 9 cents per square foot.” Now, does 
that accord with your understanding of what is an appropriate 
construction profit? 

Mr. Moog: I think I answered that earlier, Mr. 


Se ninercata 
Shib ley y I rea 1 ly x Re 





wouldn't know what an appropriate construction 
profit ought to be on that. I think if you today -- well, let me try 
to just elaborate a bit. I don't want to be difficult on that, but 

if you asked a builder today, @@ Build me the best building you know 

how and I will give you a profit of so much /’and then you get an 
inflation and you have no come-back at wkBiier whatsoever, I think he 
could lose his shirt and many of them probably have, £9 I really don't 


say 
think that this is the way to agme@ek attack this, if I may 8 


and I am not trying to be difficult on it. 


H-2041-2 Sept. 4/73 
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Mr. Shibley: Well, as Mr. Bullbrook was quick to 













ognize, eam it was based on material which formed the background of 
s material that I was asking you those questions. 

Mr. Moog: I appreciate your probienm. I wouldn't 
ink that ait be related this way myseif, but then I am not the 
ett: 

Mr. Bullbrook: Well, may I ask a question? 
. Moog, it might well be that we could acceptg your statement that 
u don't want to look at it from the point of view of possible 
nstruction pEnts 5 Pum if I could go back to the first page because 
m not happy with that response. Surely to goodness with the type 


operation you have, you must have @=gx figured out your financing 


er the life of the mortgage on eis gleet Pmec~< 
Mr. Moog: Mr. Bullbrook, we didn't know what we 
va would end up with. 
| Mr, Bullbrook: No, but, sir, you knew what your rate 


" going to be. 
| Mr. Moog: We only had indication. You see, this is 
ere we mawe a mistake ss we assume@ everything & was buttoned up 

d everything was one, two, three. We took the risk completely 
n we entered into this. We had ideas, yes, and we trusted in 
i... as I think has become evident, but we certainly had no 
i rinces that somebody would do this for us, give us money at eight 
be cent or that we would be able to get such and such contracts at 
ch and such a price. We couldn't possibly calculate this out and 
ean't possibly gw answer you these questions. 


Mr. Bullbrook: Well, I think you peed ie Now, 





| be you are quite right a that at this time, July 19th, your rate 
8 hypothetical. We happen to know it isn't now. You have made juga 
afull disclosure -- 


| Mr. Moog: That's right, Phank God it isn't, the risk 





paying off, mage, 
Mr. Bulibrook: Is it fair for me to ask, can you tell 





-- surely you must have, Mr. Coles must have, with a sophisticated 


Zanization such as you havez- figured out what your financing costs 


H-2041-3 Spet. 4/73 
3.00 to 3.05 pm 


DT 
(Mr. Bullbrook) 
at eight per cent -- 
Mr, Moog: If you had to close OS —— kee well, now 
ethaf 
I think essammeciiee answer... 
Mr. Bullbrook: The only contingency is of course your 


cost of construction. 

Mr. Moog: Well, that's a big contingency. 

Mr. Bullbrooks I eggt realize it's a big contingency 
but at $34.00 per square rept Nae at figured it out? 

Mr. Moog: Well, do you want to do some arithmetic 
on this right now? 

Mr. Bulibrook: Well, not necessarily. I don't want 
to interrupt counsel unduly, as Zi ams Can you -- 


Mr. Moog: I have already pointed out that this one 





figure is definitely in error by quite a bit and when that -- 

Mr. Shibley: I am wondering this. Mr. Coles will 
be giving evidence some time in the immediate future, I hope ¢ I 
am wondering whether you would instruct him -- 

Mr. Moog: I think I might be able to heip you. 

Mr, Shibiley: -~- to prepare and to provide to me in 
advance what bot hiné exdeind calculations of Canada Square based upon 


the now known figures as to cost of financing, the rental rate, etc. 


Mr, Finlayson: Perhaps I can answer that. As I 





understand AG, theve aren't any present figures but Mr. Coles would be 


prepared to attempt to --~ 


(H-2042 to follow) 


H 2042 - 1 Sept. 4/73 
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. 


(Mr. Moog) 








A ~ 
Ctev 
Mr. Moog: Straighen™es-that one figure. 


Mr. Finlayson?/refigure these things out using the 
proper figures, without in any way suggesting that is the 
right way of doing it. Is that what you really want him to do? 
| ‘Mr. Shibley: NO, I must say that I, like Mr. B ullbrook, 
really am surprised to hear that Canada Square has not already 
computed its ....» 


Mr. _Moog: We onions: Couldn't. Mr. Shibley. 





Mr. @iex Shibley: WE11.... 





Mr. Finlayson: We could make a hypothetical calfygiation 





makénge certain assumptions, that's all we can do. 


Mr. Bullbrook: WEl1, tell me the variables here, Mr. 





Finlayson, all right © 
Mr. Finlayson: Well i'd just as soon Mr.Moog told 
Tiel te Saatasae eee, 


you those. 


Mr. Bablbrook: I'm sorry Mr. Finlayson, 1% shouldn't 





ask that of you. 





Mr. Moog: Mr. Bullbrook, perhaps... 
Mr. Bullbrook: The only variable here icin the possibility 


ance 


of capital loss on a cost in excess of $34 qsquare foot that 





Hydro doesn't pick up. 
Mr. Moog: That is a very, very sizable one right there. 
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Mr. Bullbrook: It might well be, but ail I'm 
asking a a is to give us what it would be at $34 a W square 
foot. 

Mr. Moog: I'm trying to help you on that right now. 


Mr. Bullbrook: I don't mean now sir, I mean after. 





Mr. Mog: Well fT think I could even straighten this one 
out b ecause I believe I've got the right figure and if I'm 
wrong would you please correct me, Bil! 

I believe that amount of finaneing ought to be $3.20. 


Mr. Genest: Twenty - four. 





Mr .Moog: Pardon me? 





Mr . Bullbrook: I don't think we should conjecture 


on this. 


= 
if you recalculate that with the proper figures I think that 


lk 
Mr. Moog: No, at thing’ that is correct. YOu see 
ST reer 


should be $¥.20. Then right away that profit of 45 cents... 
Mr. Finlayson: What I'm suggesting MR. Chairman and 
Mr, Bullbrookyythat instead of having Mr. Moog make theee 
calculations without the assistance of Mr. Coles, perhaps 
we should take what Mr Shibley; sata under advisement and 
just have Mr. Coles come up with the best set of figures that 
we can, And if we've got to qualify them, then we will qualify 
them. 
Mr. Bullbrook: That's fine, I'm ggg content with that. 
Mr. Shibley: Well I want to have you anticipate me 
in that respect, because at the ggg moment I haven't seen 
anything in the files that helped me in this area and I 
think that something should be forthcoming from Canada 
Squard\ fut it's position of record. 
Now there are a few remaining items, Mr. Moog. YOu 


undertook to investigate and give us the itemjof set=off 


which counsel for Canada Square said were provided to Hydro 
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(Mr. Stibley) 

in exchange so to speak, or set-off against the cost of the 
reduction in the point loading of the floor, and the reduction 
in the lighting. 

| Mr. Moog:The point loading I believe waue’ eliminated. 


Mr. Shibley: All right. You are saying you came up to 





the original specifications. 

Mr. Moog: Yes. 

Mr. Shibley: And how about the lighting? 

Mr. Moog: The lighting tf think we corrected that. We 
have 125 foot-candles ialied, versus the request that 150 
Myot-candlesy installed. 

Mr. Shibley: So that although Mr. Candy wrote you that 
100 would do, you've put in 125? 
| Mr. Moog: I think that's not really @ just a generosity 
on our side, I think it needs to have that much installed 
foot-candles in order to maintain. 


Mr. Shibley: Now, you also undertook to get us the dates 





of the pledge of the political fund contributions, and the dates 
of the two payments. 

Mr. Moog: Yes, have we got those, Bill? 

Mr. Finlayson: We forgot that, I'm sorry, Mr . Shibley, 
but Mr.Coles will have that. 


Mr. Shibley: All right. 





Mr.Finlayson: He's the one who will have to @% look 





it up in any event. 


Mr.Shibley: Now, finally, Mr. Moog, there is a note, 





I believe its a diary note, on November 29, 1972, in your 
diary. Have you got it there? Do you have your diary there? 


Mr. Mogs: Ne. E°d6on*t. 





Mr. Shibley: In any event I think I may have asked you 
I NNT TET . 
about this era ter eee on Wednesday, 29th of November, 1972, 
there is note, "Davis?and then some initials®, I think you 


told me it was shorthand and it says, "re newspaper article " 
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SA ana then I have yeyterave Star reprit. I am wondering whether 
as at the time of this entry you had had communication from Mr. Singey 

Mr. Moog: No, sir. 

Mr.Shibley: Alastair Dow was making inquiries. 

Mr. Moog: I shouldn't always say so quickly "Ro , “ir”. oF 
know that Mr. Singer did call me on one instance and said that 
somebody was investigating - whatever date he gave I am sure is the 
correct date. 

Mr. Shibley: Yes. 

Mr. Moog: I fmex forgot that there were two... At least I 
don't recall that he mentioned two. I only thought he mentioned 
one newspaper. And I certainly don't know. 

Mr. Shibley: There is also evidence I BS IRSVE, VHAY 


Mr. Manthorpe called Mr. Singer, and that ies probably be during 





the week of November 27, during which weeks his best memory as 
to the week when he received Smith's call. And I am wondering acekil i 
whether Mr. Singer.... I'm sorry... Yes, there is evidence that 
Manthorpe called Singer. Did Mr. Singer report that telephone 
communication to you? 

Mr. Moog: As I recall it he reported at one time that 
somebody was inquiring or was going to write ang article. That was 
my recollection of it, and I said, “that is fine 

Mr. Shibley: Now, having regard for the communications to 
you respecting press inquiries, I want to take you back to this 
entry on November 29 and ask you whether it related to the 
information you were receiving during November, about press inquiries 

Mr. Moog: I can't recall. 


Mr. Shibley: And in any event, I notice, as I say, Mr. DAvis 





name is noted there. Did you discuss with Mr. Davis the information 
that you had received from Mr. Singer that press inquiries were being 
made? 

Mr. Moog: No, sir. 

Mr. Shibley: You will be pleased to know, Mr. Moog, that I 


don't have any further questions of you at this time. 


3:10 - 3:15 pm 
CA 
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Mr. Moog: I now enjoy it, Mr. Shibley. 

Mr. Chairman: Do any of the members of the committee have 
any questions at this time? 

Mr. W. Newman: Mr. Chairman, perhaps just a general 
question. Mr. Moog 4s a very astute businessman, and we have 
talked about cheap money all the way through this hearing - 6% per 
cent. You picked up several pamphlets in Switzerland which you 
alban quite obviously made very valuable use of, in the course 

your negotiations. 

Mr. Moog: That is right. 

Mr. W. Newman: Is it possible that you tried to have 
everyone thinking there might have been some cheap money available 
in order to make a better Wdeal with your final and eventual 
company, Prudential? 

Mr. Moog: Well, haveltaken this pamphlet down with me to 
Equitable Life; no question about it. I think I have shown it to 
Mr. Johnson, of A.E. Ames. I am quite sure I have. He probably 
recalls better than I do. It was on my desk when Mr. Candy came 
into my office. I% is possible that thosepeople thought I could 
do better than even 8 per cent, yes. 

Mr. Chairman: Any xenkes other questions’ 

Mr. Bullbrook: I just want to ask a couple of questions. 

I am very concerned with exhibit 83, and I know that we 
are going to get into it with Mr. Coles I take it, and others. I just 
want to assure myself. We know that you have had an opportunity, or 
at least availed yourself of the opportunity)/ and I attribute that 
to vigour on your part as a business personl,,|of significant liaison 
with Mrg Candy that other proposers didn't have; we know that. Would 
you agree with that? On the evkbnce that you have been able to hear? 

Mr. Moog: I don't know what yu are trying to say with ad 
Mr. Bullbrook. 

Mr. Bullbrook: I am trying to be kind to your | 

Mr. Moog: That's nice. 

Mr. Bullbrook:,In saying that I attribute your significant 


liaison with Mr. Candy to your own {initiative as a developer. 
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Mr. Moog: Yes, I am sure that I put my best foot 


forward. 


Mr. Bullbrook: Yes. Now, exhibit 82 is a letter 
dated July 17, 1972,and I don't think it is necesaary that 
it be produced, I just want you to recall that it is a letter 
from the Bank of Montreal as satisfactorily apprising Mr. Candy 
of the fact that they have had a happy relationship with your 
corporation in the past in connection with bridge financing. 

Mr. Moog: Right. 

Mr. Bullbrook: I presume that had been secured by 
Mr. canayt “9% support at least in his own mind, if not in 
recommendations to the Commission}/and I think the second is 


also acceptable||that yours was a reputable and well-financed 





corporation. The next exhibit, both chronologically and in 
our exhibit book, is a memorandum prepared by Mr. Candy 
—exhibit 83-in connection with his assessment of the profit 
picture that might be available to you with respect to con- 
struction and with respect to the life of the lease itself. 
Did you at ever time sir, and have you got a copy of that in 
front of you? 
Mr. Moog: Eighty-three? 
Mr. Bullbrook: Eighty-three. Did you have at any 
time any discussions with Mr. Candy that might have led him 
tdany imput into exhibit 83? I ask you carefully to look at 
that bedtigée I really think this becomes extremely significant 
to our obligation, in assessing whether Hydro got a good deal 
or whether you got an unduly advantageous deal, 
Mr. Moog: I have seen it in these hearings, Lea tot 
Shas. 
Mr. Bullbrook: Yes. But I want tdassure myself without|_/ 
I hope that you are not going to have to come back because you 


have been on the stand for a significant length of tame|, {1 want 


H-2044-2 Sep. 4/73 |“ 
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° Bullbrook) 
you to look at it really and help me in assessing whether you 
had any dealings with Mr. Candy that led to his evaluation on 
page one of the break-down of the four ninety-two and more 
importantly, the third paragraph where he makes an assessment 
of the profit availability to your corporation based on eight 
per cent money. 

Mr. Moog: Certainly we had no discussion on profit wor, 
because I always try to keep that for ourselves. There maybe 
certain input in here which we discussed -- like what? 

Mr. Shibley: Mr. Bullbrook, I think I can PUvg.Kus l6 a 
wick, <oSe, ——- 

eetisSese because I det. think it is clear from what I have 
seen that it was not input from Canada Square. I may be wrong 
on this but I believe this was Mr. McCallum's input. Am TI 
not # right in that, Mr. Genest? 

Mr. Genest; I am sorry, Mr. Shibley, my mind Ws eXsewkere 

Mr. Shibley: These figures on page two, paragraph 
three, look very mek much like Mr. MecCallum's figures. 

Mr. Genest: Well,they are similar to them, Mr. 

Shibley, but they are also similar to calculations made by 
Mr. Dean a in a memo which is part of emivdegg, 
Mr. $hibley: But I just 7- I think Mr. Bullbrook ass 

Mr. Genest: I don't think they came from Canada 
square. 


Mr, Shibley: 





Mr. Bullbrook: siusimeiés1 ike Mr. Renwick in some respect? 
I really would iike to have on the record Mr. Moog’s response 
which I take it is going to be a negative response. 

Mr. Moog; I am just looking at this now. I have seen 
this document in these hearings and I am trying to figure out 


e LIA, 
myself how best to answer. I stag” UOT 





~~ 


© 
t know \any thing. 
My, Bullbrook: Well, maybe my question was too 
al 


because I think there would be some inputy for example, the size 


itself 
of the butiding Eaaert, I would think, and endlagge or $34 


H-2044-3 


Mr, Bullbrook) 


per square foot. I want to put it directly: Bid you assist 
Mr, Candy in the preparation bromo 

Mr. Moog: No, sir. 

Mr. Bullbrook: sy Of this document? 

Mr. Moog: No. The question is ahsolutely no. 

Mr. Chairman: Mr. Gaunt. 

Mr. Gaunt: Mr. Chairman, I have two really unrelated 
questions. The first one revolves around the matter of the 
patents attached to the VVR system which we have been talking 
Wax about. I am wondering, Mr. Moog, why your company has 
never market \ed these patents other than for an obvious reason 


that you wanted them to remain with your company hao 


Mr. Moog: Yes. 





H=2045 follows 
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are Hi 6 


and, hence, to presumably increase your 





benefits on any work that you might do. 


Mr, Moog: I believe we have discussed this once 





pefore and all I can state again is that we wanted to have them 
as an edge on competition, for as long as pomible. Ail sorts 
of methods of opening up a new business again, agg marketing 
this particular aspect of a pbuilding component, and you have 
to have men for it and you have to expend energy on it, finance 
it. It is opening up another business. {I believe it could be 
profitable, but whether it to this extent woudl, offset the edge 
we have on competition, with this system, is mea estion mark. 


I believe if we walk into some place and say,"That is the system 


we will give you” @ it is very favourable for us as a development 


ga company, to not have it marketed elsewhere. Now, Pilkington 
| Glass has approached us, and wanted us to sit down with them to 
see wheher we wm could do somefit ing on the open market. Maybe 
4 we will do that some day. So far we have not. 
Mr. Gaunt: So that, so far you feel that the competitive 
edge which this particular system @ gives you far outweighs 
any marketability potential that this system might Sea 


Mr. Moog: Mr. Gaunt, that is one aspect, and it is 


> 





combined also with the fact, how many things do you want to get 
into, marketing, air~-¢g conditioning, apparatus, and 80 ro is 

a different thing altogether again. You need “agg staffyand you 
needk-o organize a mga new business. It is a combination of 
things. 


Mr. Gaunt: You would have to form a new company. 
reece form a 


Mr. Moog: We @& have tofvoripany , we have to get people 


in to do it properly, otherwise you don't make money, even in 





spite of the fact that you have reinvented the wheel, or something. 


It is more complicated than that. 


H-2045~2 Sept. 47,73 : 
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@Mr. Gaunt: The other matter that I wanted to ask 
vou about relates® to Section 28 of the agreement whereby, 
under the terms of the net iease $3.35 is paid to the mortgage 
holder as an amortization payment. Now, I am wondering ,—-4 
mathematics has never been one of my strong mgm subjects, and 
maybe I am missing soméehing here, but I was trying to sort out 
what the payment from Hydro to Canada Square wili be, 
Mr Moog: ML pant 
Mr, Gaunt: sm I realize the $3.35 sows directly to 
Prudential. 
Mr. Moog: No, not quite right, Mr. Gaunt. 
ns 
Mr. Shibley: That is the point we were getting tog before. 
Mr. Mpoge: Yes, I eli I can clear that one up, and if 
eecencene 


‘@ 
I made an honest mistake, Mr. GoTH maybe will correct me. 


Mr. Shibley: If you add $3.35 and $1.45 you will not get 





$4.92. 


Mr. Mogg: No. I understand the amount today,...,4 





Mr. Shibley: That/s a misconception. 
@ Mr. Moog: ... or the amount will be closer to $3.20 
‘“SSSptenmesraenaise 
a square foot. 


Mr. Gaunt: Oh, that is what you were talking about in 
Vd IID SEAS ID 








exhibit 83. 
Mr. Moog: That is right. That we don't see at all. 
It goes directly to the Prudential. 
According Le BS. iy dg The Dan Y 
Mr, Genest: a P PAGUres , demusiapees tented adie & required to 
amortize the $45 de istry at “— per cent. 
R. Moog: wW A A ae 
: ae a ae pene be dealirg@ with that with M oslak, 
a 


and gig others, but the fact of the @ matter is that - I think we 
have all been distracted - if you take the $4.92, you don't deduct 
$3.35 as the cost of financing. It is less than that. Mies 
I thought it was $3.02 from the figures given, but Mr. Genest says 
q3. 24 is the cost of funding $45 million at eight per cent wmiover 
30 years, so if you do a little simple mathematics, you get $1.58, 
is what is left. 


Mr. Moog: For everything. 
Se 
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Mr. Shibley: For everything. So, if maintenance py 

Mr. Genest: $1.68. 

Mr, Shibley: @@% Thank you. So if maintenance costs 
$1.45, you have 23 cents surplus. If maintenance costs something 
less than $1.45 that increases. If maintenance is more, it is 
reduced. But we have been going along on the basis that the 
$3.35 was an amount needed to fund. IN fact, the way that $3.35 
evolved, Mr. Moog, was to fund a sum more than $45 million. Is that 
nto, 80? 

? Mr. ‘Moog; I believe it was referable to vam eight and 
a quarter per cent. 


Mr. Shibley: Well, either that or it would fund more money. 





Mr. Moog: More money. 
aa wt <4) femme 
Mr. Shibliey: YEs, because at one time, and we will be 
— 
hearing on this from . MeCallum, the amount to @ be borrowed 
against this building was uncertain. 


Mr, Moog: That, I think, is correct. We she A to 





find out what we ought to borrow. 
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Mr. Shibley: Yes, and that uncertainty projected 
forward until the latter part of October, 1972. 


Mr. Moog: That's correct, Mr. Shibley. 
Mr. Shibley: And if the amount had been larger than 


=e 
the $3.35 was intended to cover/the greater amount or the greater 


interest rate...» 


Mr. Moog: Or the greater interest rate. That's 
quite correct. 
Mr. Shibley: In fact, it turns out that what's left 


of the $4 .92,which is a fixed aerane © not $1.45 but $1.68. 





Mr. Gaunt: 
Mr. Moog: Well, that @ is -- 
Mr. Shibiey: Oh, no, $4.48 is an adjusted figure. 


In terms of what we are talking about, it is $4.92, 


Mr. Moog: Yes. 
Mr. Shibley: Because it is down to $4.84 as a result 


of another be id item. You start with $4.92 SeRRSost of funding 
the ee ee 24, It leaves $1.68, which is ali Vee for 
maintenance and profit. 

Mr. Moog: That's right. 


Mr. Shibley: But I will get into this with other 





witnesses. I thought there were more appropriate ones. 


Mr. Gaunt: Right and perhaps I should [cave 7aeemeemm 
Mr. Shibley: I think so too, and after you have heard 


Mr. MceCallum's evidence, I think you will have a much better grasp of 
the type of thing we are about here and ean more intelligently then 


ask questions of people like Mr. Coles, for example, 


Mr, Chairman: Mr, William Hodgson. 
decadent ete) 
Mr. W. Hodgson: Yes, Mr. Moog, when Mr, Candy made 


presentation to the commission, he made the SHE presentation Mmmat 
there was going to be Swiss money used for this project and it was 


going to be at a low interest rate. The question I am going to ask 
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Mr, W. Eodgson) 

bu is,how much emphasis and how much sales pitch did you put on Swiss 
oney to Mr. Candy that he would make this recommendation? 

Mr. Moog: @™@I think I explained earlier, Mr. Hodgson, 
nat dealing with an architect who is naturally very concerned about 

ire we abie to finance, are we the sort of company who would have to 

jay very high interest rates, all would reflect his thinking of whether 
i ought to be looking at us more seriously or less seriously,g0, all 


la emphasized to him was that we are able to finance this building. 


f the North American market is not capable of handling it, I will have 






i reserves standing by in Europe which I ta@eeeeeemeue iT 


here are other complications, but certainly there is money over in 


? 
urope . I want to say something else to that which might help you. 
ell, it is just like this. When you first s tart dealing and you 
‘ant to overcome all obstacles, a famous saying is "df all obstacles 
inst have to be overcome, nothing will ever be accomplished." 1 
es inn nee started week out dealing ow I just had to assure Mr. 
ij dy that financially y we are capable of doing it, and certainly 
hysically we are capable of doing th aha if the North American market 


expected 
ieee Tt to go worse 





iron 


oks bad and should go worseg-I see personally szhmegzs 






lueh sooner than it did in effects I was actually quite thankful 

‘hat it bee held up as well as it ana and therefore I looked at the 
opean market because I thought, well, if the North American market 
pies up, then at least I have got something standing am by over there, 


Mr, Chairman: Any other questions of Mr. Moog? 





| Mr. R. G. Hodgson: Yes, I Sipe would like to ask 








‘question, Mr. Moog, in regard to exhibit 17. 
An Hon, Member: I wonder if Mr, MOog could have exhibit 
on a aeeemmeeieemmeaieaetilamenaearia italiani) 

















Mr, R. G@, Hodgson: Now, at the bottom of page 2, Mr. 








og, meee the very bottom paragraph, is that a true statement that you 


Ould open the books? 


Mr. Moog: We never open our books, and I don't know 





here that statement comes from, 


— 
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Mr, R. G. Hodgson: you agree that this section 
would mike slightly lead Hydro to believe that at some point in 
time they could view your books as to costs and profits? 

Mr . Moog: I don't know what happened within Hydro 
and I don't know who wrote this and where this comes from. 

Mr. R. G,. Hodgson: Thank you, Mr. Chairman. 


Mr . Chairman: Any other questions? Well, Mr. Moog, 








as, 
ditions know, we may wish to recall you, but in the meantime #n-any—_ 
teh 

SS Se ~pe—-en=—buliting the oie LAL st 
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(Mr. Chairman) 
in any event, we are through with that questioning of you, so 
thank you very much. 


Mr. Moog: I can go on building the pi elon a ge 


Mr, Chairman: Yes. We will take a ten minute 





adjournment if we may and ask Mr. McCallum to be ready at 


that time. 


The committee then took recess. 


H-2048 follows 
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Mr. Chairman: Ladies and gentlemen I call the 
committee meeting back to order, and welcome Mr. McCallum back 
to the stand. I hope you are going to take your counsel's 
advice today, Mr .McCallum. 

Mr. Wotan un ies ou, Mr. Chairman,I am certainly 
going to try. I am bruised from not having done it last time. 

Mr. Shibley: Mr. McCallum, 

Mr. Renwick: Mr. Chairman,could I ask Mr. McCallum 
two or three questions that arose out of his - or came to my 
mind out of his evidence last week. 

Mr. Chairman: Mr. Renwick. 

Mr. McCallum: I'd like tosay something about that 
arithmetic of the $1.08 we were talking about ead. I had my 
advisors in behind, quarrelling with my arithmetic, and I 
thought 10 Seige ve salutory today if I demonstrated to the 
canmkakeaxy committee and to my advisors that the arithmetic 
I was giving you is accurate and does work. I thought I might 
start with a little edge, I'm perfectly prepared to bow to you, 
Mr. Renwick, if you want to ask your questions first, as long as 
I don't forget to mention how that does work. 

Mr. R.G. Hodgson: “fYon't forget. 

Mr. Renwick: I won't be dealing with the $1.08. Is 
it my - let me start this way 2? hy questions relate to the 
traditional call for tenders on a particular project and 
to compare it with the more recent innovation of calling for 
proposals. Perhaps to put it bluntly it has become normal, 
and certainly from the government's point of view, accepted 
policy, but I think also policy for a numbe@of public bodies 
whether they are government public bodies or not ; “ty call 
for tenders on the traditional type of construction contract, 
and Rverybody is familiar with that type of a call or reasonably 
BO. 


But I'd like to ask you from your experience a couple 
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tnesses to do so}-|l think probably because he assumed that 
everyone knew that despite your modesty that you are an 


expert in the rieia}-| 1 take it that you are an expert in the 


province. 
Mr .McCallum: The qualification of an expert, as you 


know, requires some judgement, but, subject to that. I certainly 
think that I've had a great deal of experience dealing with 


development work of one kind or another over the past 15 or 


——— ee 


20 years, yes. 
| | Mr. Renwick: And that it was for that reason that 























you were selected by Hydro, so far as you know, to act for 


\them in connection with these documents? 








Mr. McCallum: Yes, that's what their documents say, 
Vy 
At the time I think that I was selected by Hydro for really 


two reasons) I suppose that was maybe a third reason. 

















|H 2049 to follow 





= i ag 























H-2049-1 hse: A/T3 
3-45-3.50 pm 


e ° 


(Mr. MeCalium) 





Teaser One was that I had acted for Hydro when this site 
was rezoned so as to permit the construction of their new 
Head Office - that was some years ago - and I was familiar 
with it in that Bense, anc I had had quite a bit of experience 
with Hydro people at that time, and that enabled them to get 
some knowledge of my knowledge of development matters because 
we were dealing with City Hall and the question of development. 
Subsequently, I had acted for Hydro in respect to Beverley 
Street, if you remember, they bought a site over on Beverley 
in behind where they were going to put a power station and 
they were going to take down some hemelec tneie mind was 
subsequently disabused of that notion but for a while I had 
acted for them in respect to that matter, and again I had an 
opportunity to have consultation and experience with them 
and they with me. That's really the one thing. 

The second thing was, I think this may have been 
the motivating force,Milan Nastich and I had get to know each 
other Qamdamner” the two episodes that I have mentioned over a 
period of years, and we had always been promising each other 


that we would go out to lunch, and somewhere in July, early 





July, of 1971 we did have a lunch and in -$iatenn he course 
of that lunch, he started to play up against me the very thing 
that you are coming on to now, tenders versus proposals, 


Mr. Renwick: Seventy-two? 


Sree ee 





Mr. McCallum: I'm sorry, it would be seventy-two. 


You are quite right, Gabe it was about two weeks after 





that that Henry Sissons called and said = maybe it wasn't two 
weeks, do you want me to tell you exactly when it was? 

Mr. Renwick: No. No, 

Mr. McCallum: It really doesn't matter except it 
happened and I think that was probably the last push of the 


ces ene he must have gone back &@ and said@hybe we should 
? 
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(Mr. McCallum) 
get Jim McCallum to give us a hand” Its the only thing I 
can think of. 

Mr, Renwick: Now, forgetting all of the persons or 
personalities which have been involved in this problem, one 
thing that came through to me from a comment which you made 
when you were here on Thursday last was this hang-up that 
people have as to whether or not calling for tenders is an 
appropriate method of making a choice when there is a proposal 
being asked Ory Rae appe you specifically referred to the 
Toronto Star building and the fact that it had been a specific 
selection of a specific developer for specific reasons and 
that there was no call for other tenders nor did that company 
feel obligated to do so. Now, of course, that's relatively 
a private institution, the Toronto Star, there seems to be 
very little queston that Hydro traditionally in the normal 
way has called for tenders, but I take it that this is the 
first proposal in the «am development sense that they have 
been involved in, and I wanted to ask from your background 
and knowledge whether or not you think that a public body— 

I speak not only of Hydro but, say, & large public corporation 
with outside shareholders apart from the governmental involve- 
ment of Hydroz-whether or not good sense and judgement would 
Sehpomentiehtt in Metropolitan B® Toronto for proposals on 

a project such as the head office gs Whether the management 
and the goverhuank’ body could make an assessment and make a 
selection ontheir own judgement of a single developer, and if 
the judgement could be sustained that iggy that would be a 
valid judgement. 

Mr McCallum: I believe that it is possible to do. 





TSO 


but I think for public bodies which are politically oriented 

as opposed to public bodies Jigme which I think are not so 

Closely politically oriented even though it is possible to do 

I think there is a practical problem. Its almost impossible 

to demonstrate that you have taken the right one andit_certainiy is 
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C (Mr. McCallum) <y: 


And it certainly is [land this is the advantage of the hindsight I have 








had with you this summer {{T don't think it is posible to clearly 
demonstrate that you have chosen the right one and thayou have 
then got the best deal, <i Tr I had to give advice to people like 
Hydro in the future, with all the advantages that I think I see in 
proposals||and no tthe least of which is that I still believe that 
the expertise of these builders, when properly employed, and then 
properly worked on by the person who selects them, can give you a 
cheaper deal than a public wWhbody ean get going by way of tender} I 
wouldn't tell them to go by proposals again; g I would tell them to 
go by way of tender. 

This is a very salutary experience, and certainly will 
form a part of my experience, and hence advice, if it is ever 
called on again. And if that ever helps you at all under these 
circumstances, I wouldn't advise going that way. Even though I think) 
they might get it cheaper. I think it would be better to be able 
to demonstrate that you have put everything up there, and I would 
want to take the lowest tender, too if I could. 

ie nwt ok: But on the middle ground, assuming as I do 
that there is validity in the proposal method, 

Mr. Me Callum: Yes. 

Mr. Renwick:,Because of the creativity or imaginative 
content that can go into a project. ket 


Mr. McCallum: That is right. 





Mr. Renwick:,Let me usef® Specific example, the grave 
danger of this debate that has gone on in Ontario Housing Corporatiogg 
for example. 

_Mr. McCallum: Yes. 
Mr Renwick: Now there is a great deal wWto be said for 


getting away from a standardized approach to something called public 





housing for many, many reasons. 


Mr. McCallum: There sure is. 


| Kau ~ 3552. PR 
| HO2050-2 

Mr. R@iwick: And that feel for proposals allowed some 
form of imaginative content in this whole field of multiple housing 
accommodation. And whatever the argument, and however one comes 
down on it, one can say that She proposal call makes sense. Now 
Ontario Housing calls proposals from a group, and they make. 

a selection and go ahead with a particular project. Now in ee case 
of liydro|_fand this is no way second guessing, or trying to second 
guess what did,in fact, transpire|_|I take it that if a publice body, 
whether it is government-oriented, or whether it is publicly-—oriented 
in the sense of having substantial public investment in it, Wemame Wor, 
going to go ahead with a project like ents, aaa 1 take it from 
your answer that if they were going to go the proposal route you 
would still ask them to call for proposals on a relativelyfirm 
statement of specifications of what they wanted; and then to make , 

their judgements amongst those that made tht submissions, rather 

. «than to go the more careful, cautious route of calling for tenders 
in the traditional sense? 

Mr. MeCallum: I think I would. I'll tell you why. This 
particular transaction involved two aspects. One was the simple 
enstruction of a building, which lends itself to tendering very 
easily. The other is a partnership to provide maintenance over a 
long period of time, and that is something that depends very much 
on the Windividual, or the company. Let mek stay as from present 
people entirely. For instance, Yolles and Rotenberg; a first—class 

tenant. 
reputation. I have been their HE UNENE I haven't been now for the 
last five years, but I was their tenant for some 20 years. So that 
would condition me to saying *#/ould they be good for me to do business 
with in the sense of their being the janitors and providing the 
janitorial service? Their providing the maintenance?’ You bet. 
There are those people, and I won't mention others, but there are 


otex that I wouldn't have that same confidence in at all. 


Se 
Now, since this yee a marriage of those two aspects of the 


eall call 
, deal it is very hard to nakt jie gives you a dollar 


value. —Bet=the-déeliers...0 on tS PCok-0 Faas 
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But the dollars don't 





speak of the very important part of the partnership, which is 

the provision of the maintenance and the janitorial service mf 

over a period of time. And that same thing applies to a lesser 
degree, but does Sapepmasciwesx apply, in the proposal calls, if you will, 
by OHC. Because, oftentémes , when OHC ask for @ calls, they 

want not only the construction of the building, but in addition to 
that, they want you to manage the @ building. The story that I 
have often heard said was that they were trying to get out of the 
egies business of being the biggest landlord in the province. 
Therefore, they were look gf for people who would be able to manage 
those apartment buildings. Weli, that is a much more difficult jab 
than managing an office building, and the people that you enfrust 
with the ge job of if you really are looking for someone to 
manage those g@aam@mmeke.apartment buildings, where people who have 
not been able, through one means or another, to find means enough to 


Rime live in other accommodation, are going to oe there, bi 





have ali kinds of probiems, as ail tenants ac taxes great 
humanity to be able to manage successfully that type of accommodation 
And you would not want some men who are so rapacious being the 


ee 
Mae Managers, and sameeren, their price might be very 






good, but you would ngt like them, and you wouldn't, therefore, take 
them. And it is that thing, I think, that I am trying to get across 
to you, that there is something more than just deliars and cents 
involved when you are looking at this combination of results that you 
want, 


Mr. Renwick : Apart altogether from that long_term 





i ec 


associat on <iiesiinaliaaais”- ~ ames let me phrase it this ways 
would it not be possible for a judgement to be exercised to select 
amongst a number of proposals that have been submitted on the 

same a8 basic information, not only with respect to cost, but 


then to make qualitative determinations amongst them with respect 
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(Mr. Renwick) 

to quality of the building, the design of the building, the 

eek aesthetic appreciation of the puiiding, those elements. 

Mr. McCallum: Yes, I do believe you could do that 

sort of thing, but there is a difficulty, as you will appreciate. 
The essence of going ahead by this proposal system is one of 
going ahead when you haven't got your plans completed, and you don't 
“intend to complete them, Ce peecause you want the expertise 
of the entrepreneur applied to the product, so you don't ask 
them all to submit their plans, and then pick one. And you 

must remember, since you are in limbo, as it were, it alwgys 
“has seemed to me that you are therefore putting more weight on 
the selection of a person «1 don't mean to say the person, but 
I think you know what I mean. There becomes a more individual 
selection process, because that is what you are trying to get 
here, Mr. REnwick. You are trying to get that expertise, and 
when you go to deal with these people, the big difference, as I 
have always understood it petween the tenders and the proposals, 
is that in the tender system two things happen. First ef all, 
you iay out @ all your plans in great detail from some architect 
. you have hired who knows he is going to get paid for the production 
of the plans, and he aiso knows he is dealing with an owner who, 


eT 


like most owners, whether they are Béee of housee or of apartment 





buildings, experience demonstrates they are very house proud, and 
if you are a big corporation and you are running your own plans, 
in my experience, and YT am sure you will find most architects will 
agree with me, they will always opt for tisk onadeetpane Sau of two 
alternatives when it comes Up. That is just built into their 
plans. Then, during the course of construction as they are going 
to build, if the question comes Up whether ig to use this quality 
of cladding or that quality of cladding, all you have to do is 

to suggest to them /*fhis 4s really much better. That is the sort 


of thing your company should nave.” Almost invariably, that is what 
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they will do#. That is not the technique of the buildgegs the 
entrepreneury who is in this buf&iness and is successful. He 

wants to keep costs down; he and his forces spend a lifetime 

trying to @ find the cheapest way of putting out thé best 

product on the market, ey make harder decisions every 
time than an owner will. I ‘eee think that is why businessmen have 
detected they can make a better deal through calling on the 


expertise of those who do nothing else but that. and keeping their 


2 
Ary 

architects, their presidents heir vice-presidentsy from making 

the more expensive choice each time of every quality. They 


get better buildings. 
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Es if pelean peg They get the same utility, I guess is the 


seat 
i I'm and that's why I think there has come such 
a movement toward proposals. 


| Mr.Renwick: Then I think I can mney this part of my 

| took ; 

questioning to a chse, because I nage eat there's an inherent 
eontradiction in what ju saidg That while for certain bodies 


this would be the intelligent approach, ®aae for other reasons, 

















government oriented bodies should not sm use that approach, 


Mr. Genest: (Inaudible) 
Mr. McCallum:-fhat is my - Do you hear that from behind? 


Well,I agree with it. That is my political judgement; looking 


i] 
now back over this long cunner, wag’ sayin to you » I don't think 
\t would recommend to a politically-oriented body, going the 


‘proposal route because I see, as we sit here, the grave difficulty 


of demonstrating,’ that's the best deal, 4f you will. 


| able Fendar 
| Now, if you were @ @ to show ‘tive gade*ée exact 


| Bie rseuttonsl {10 there were five apples being judged)and you 


[mad either chosen the low tender or alternatively you took 


another one, you'd have reasons for its; how much simpler} | Rernaps 


this would never have happened, and I suppose that's been teaching 





























me a lesson as I've been sitting here all summer. 
Mr. Renwick: Then the ultimate conclusion is that 


is 
| government- oriented podies shouldn't have the penefit of the 


be : 
| entrepreneurial talent that a has come about through che Sean / 


proposal deal. 
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Mr. McCallum: They should have; I just don't know 
how you best do it. I've never really spent that much time. 
They should have it. It's a crime that if you can't build 
bukdinxzx buildings, other than many buildings not so very 
far from where we are sitting,that are built by way of the 


tender system to specifications that were detailed in full 


ahead of time and anytime you wanted to change, it constituted 
a change and they comeexpensively. 
Mr. Renwick: Let me perhaps justtry to make yPabinations 
on this come through. One of the points that concerns me, let 
me see how I can express this: Assuming if I may jeep eene wes 
<Gem that Mr Pol sed had Canada Square had a preference in the 
course of this}-(and I'm not being argumentative about this}]a 
preference in this, @g$% then I get concerned as to what I should 
read into the fact that at some point it was decided to call 
for other prpposals, ad there's been a sensation throughout 
this that that proposal cail was artificial and unreal and was 
in the nature of a justification for a ultimate selection of 2n-the- 
Canada Square, and believe me I'm not reading anything into this. 
I wonder if that came/,/and I'm wondering out Loud) wonder 
if that came about simply because a body conditioned to the public 
tender call and its seiecting of the lowest bid in the normal 
course and the traditional tendering system having gone to this 
proposal one, felt/if they thought about itj,| were saying to 
themselves "fhaybe we really want to ¥ select Candda Square, 
but we're a public body and there should be some kind of a tender" 
and they got hung up g in «max kind of a hybrid operation. 
Mr. Chairman: Mr Renwicksg I don't want to interferey 
is that a fair question to be addressed to a legal advispf? 


Aren't we getting into politicak/And that 's one of thezesa, 
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Mr. Renwick: I wasn't trying to; I wasn't treating 


e 





2 
MeCallium as a legal advisyt. However I'll just leavdit, 


as that's my rumination on the record, I think I can probably 
find my own answer to it. 

Mr. Chairman: As you say, Mr. Renwick, Mr. McCallum is 
an expert in the field. 

Mr. Renwick: Yes. 





Mr. Chairman: That's why he was chosen by Hydro and 








it's good to philosiphige and discuss these thing with him. 


But I thine may be an unfair question. 
Mr. Renwick: As I was sgying, I'm trying to get this 


————— 


thing into nonpe—mersSabliis as—teawhal ee pnen=eethe 


— > 
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(Mr. Renwick) 
do 40 
proper perspective iaJust what did happen in the way 


in which this unfolded. 
. ve 

Mr. McCallum: As you might imagine, I hadsome 

. fads Ve 

ideas, but you can see,from behind I hat been told to be quiet 
and I will take my lawyers' advice. 

Mr. Bullbrook: WaAG8EM% Mr. McCallum should know that 
the Cabinet of Ontario have been ruminating gabout this very 
thing for two years. Not that I have any pipeline in there, 


Ut co ee Gand 
but it is obvious) Tt has caused them great concern, 


Mr. Renwick: Now, If I may move to a couple of 





other things out of the discussion we had on Thursday, do I 
take it from your experience ti&st with these development 
proposals that within the range of what one can call normal 
in development proposals 4m it would not be normal to call 
for either a performance bond or penalty clause? Or is that 


~ generalization? 
too broad 4 Saamesijdeane—~ 





Mr, McCallum: Yes, I think it is too broad. I 
certainly didn't think it was a thing that shouldn't be 
called for. In fact, I began by calling for it and it was 

age 
when I was told that you can't have itzp-T suppose the langlgs 
was politer and longer than that, but that is what it amounted 

toz-that we tried to find another way of ensuringjas a practical 
matter that building would be built. You can appreciate that 
we were dealing with a situation that is different in many 
respects from the way you generally find performance bends. 
in that Hydro eee cutie out a nickel really from start to 
finish and it gave us some leverage ... 

@Mr. Renwick: Well I am sure we will come back to 


may te I am 


sure we will also come back to the question that Mr. MeCallum 





that point for discussion, 





referred to in his very brief opening remarks about this, I 
think this was his language, what was in it for Mr. Moog? I 


Ant 
am suréyWill come back dy Yel 
Mr. Shibley: That is a topic we are going to get into 





in depth, 





ME ee et EE ee oe 


i aR a a 


ge Se 


ts 


> 
oe 
A 





ite ey Be eal . Sep. 4/73 
4.05-4.10 pm 
i cm Be 


rc Mr. Renwick: Fine. My only other formal questions, 

and my questions this afternoon up to now have been formal 
Bar€ 

neu questions ,) Was there any question raised as a legal 


matter about the corporate capacity of Hydro, 3am, whether 





they had the statutory or corporate authority to build a head 


office building? 






Mr. McCallum: No. I remember you -assemeTthat comment, 


or at least using words that indicated to me that it was in 


your mind. very early in the days of this enquiry. 

Mr Renwick: Yes. 

Mr. McCallum: I must tell you that it never entered 
my mind at that time,and it was never raised by Hydro's 
clea Sac was it ever raised by the other side. I dont? 
remember it ever being referred to,and I don't think it ever 


7 


entered my mine really until you fe sed it, and L said to myself, 
Ytert 
I can even remember making a noté, ymaype something here that 


indicates that they haven bs 
Mew Renwick: My last) point is that you did refer 
aw we, we ye wie 


Jay an 
to the legal department of Hydro, ese take it/Tor practical 
| 


Cty? 
that you Sams’ retained in this 





mprinees there is no 





responsibility in the strict sense on the legal department 
of Hydro with respect to these documents. 

Mr. McCallum: mores A that I would cast 
onthem, Mr.Renwick. I have to take the responsibility for 
anes there.so far as they apply to the work that we did. 


? 
There is no doubt.as you will see from looking at my files, 


2 
that in the course of the proceedings, the people in Hydro, 
the lawyers in Hydro, were looking at the documents and looking 
at them from a legal poiné of view, pointing out aboutmatters 
which came to their attention which they thought weren't 
suffich{)nt, they were being consulted about insurance, the 

gpa 4 
adequacy of insuranceg and the insurance clausesYso they 


weren't in any divorced from it. Bill Raney had spoken to 


me initially but I didn't report to him @ in the sense 


sioner 
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(Mr. McCallum) 
that counsel would report to the solicitor retaining him or 
something. I aiankt do it that way. 

Mr. Renwick: Thank you. Thank you, Mr. chairman. 


Mr. Chairman: Thank you.Mr. Renwick. Any other 





questions? If not, I think, Mr « Shibley, would like to get on. 


Mr. Shibley: I was remiss in not establishing your 





expertise, Mr. McCallum. You have been involved in a number 
of major developments which were created by Fv 
methedk P 
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Mr. McCallum: Yes, I have, but most of them had to 





jo with housing, of course. 


Mr. Shibley: Yes, but did you not have to do with the 





i‘ Seasons? 


Mr. MeCalium: Yes, i did. 


LEE IE AE ALBIS ITED 


Mr. Shibley: That's the new hotel on Queen Street south 


EEL TRIO 


of the city hall? 


, Mr. MeCalium: Yes, sir. 
| SSE 





| Mr. Shibley: So that -- and you do act for a number of 
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: or developers? 
Mr. MeCallum: Yes, I do. 





Mr. Shibley: All right, if we could just quickly then 
P 


complete your review of the form al contract, Mr. McCallum. 





Mr. McCallum: Can you help me by reminding me just 
where we were? 
| Mr. Shibley: Yes, I can. We had reached ».e2eea@ltems: 


LIISA LORI RD 


f. 25, paragraph 32, and you had @ already dealt with the first gm 























ortion of it down to the bottom of page 25, gma I don't know whether 


° 


you have anything to add referable to that paragraph. 


Mr. MeCalilum: Thank you. I wonder if I could just 





explain as I had in my way, only this mg time I will use the figures, 


i 


if I ean find where I wrote it -- 


Mr. Shibley : Yes, you had $1.08 «=, 


OEE INSEE AND IKE 


Mr. MeCalilum: Well, this is what I wrote out and it's 





very short and this is what I was saying to you, only I didn't have the 
figures to put to it, On the question of the reduction from $4.92 to 
$4.84, Hii Fe : 


ne med on 1,124,500 square feet of office space, Hydro 
was to pay $4.92. That would give you $5,532,540. On 1,124,500. 





Now, that's office space, Mr. Allan. I am going to calli them by 


various names for a moment. That's office space. On that, they were 
























































to get $4.92 which was five million five. Then they were to get on 
83,500 square feet of commercial space, you will remember, Hydro was 


to pay $4.92 Rhpesvexve $6.00 which meant they were netting $1.08 i a 
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(Mr. McCallum) 
83,500, which meant they were getting $90,180. That meant that they 
were paying the $5,532,540 minus the $90,180, or a net of $5 G42 , 360 
on that same office space of 1,124,500. Therefore they were paying 
on that office space $4.84 a foot. That was the dollar rate that I 
was talking about. There were two classes of space, as you can 
appreciate. There was office space which was the majority of the 
building, then there was what they call the commercial space which is 
the 83,500 square feet and the two of them make up the total aggregate 
rentable area of the building, sir. | 

Mr, Chairman: Is there a difference between the bank 
rate and the regular commercial space? 


Mr. McCallum: wij Yes, but that only has to do with 





participation, Mr. Chairman. That's nothing to do with with what we 


are talking about here. 





sak Well there were only -- 


7 


as far as what you are now talking about, there are only the two, 


Mr, Chairman: 





Mr. MeCalium: That's right. I was trying to explain 
how come we were going to pay $4.84 rather than the $4.92, if you 
remember, which was in the initial statement that came from Canada 
Square. 


Mr. Shibley: All right. Would you carry on then, 


SE 


Mr, MeCallum? 


Mr. Allan: This was on page 234 wasn't it? 





Mr. Shibley: Page 25. 


Mr. McCaiium: t think Mr. Ail-an g is right. It 





was on 23 that we were talking about and then I referred you, sir, 
to the figures on page 24, if you remember, as an explanation of how 
the 83,500 square feet was made up. 

Mr, Allan: And you were going to explain theo ,o00. 


Od 


Mr. McCallum: Well, I had said, you remember, 





initially that the $40,000 was a participation. That meant that 
as Canada Square made money, Hydro was going to make money and how they 
were going to make it was that in respect to a part of the 83,500 


square feet within, 24,000 square feet called the bank space, Hydro 


4 
_we ils (H-2055 to follow) 
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<r. MeCallum) > 


over and above the $6,either $40,000 if all that space was rented 
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Hydro were going to get, 


or, if the space was not totally rented} and let's just assume that 

only a quarter of it would be rented}|then Hydro would get, at that 

point in time, one quarter of $40,000, or $10,000, amé& Phat, sir, is 

a participation or frutts that you get once he gets it rented. And 

if he got a quarter rented ‘maga get $10,000, or that portion of it. 
If he had it half rented you'd get half of $40,000. If he had three- 
| quarters rented, and until he had it all rented, whereupon you would 

get $40,000. 

Mr, Allan: Is this exempted from the 50 per cent? 

Mr. MeCallium: Yes sir. That is a part... You see the 
commercial space - you have to think of the commercial space as 
being divided into two segments. One is what has been referred to 
as the bank space which is 24,00 ate of the 83,500 and the other is 
the balance of the space which I just always called the commercial 
space. That is where the patticipation was 50 per cent, after the 
Canada Square people had received their $6 a foot. 

Where was I? 

Mr. Shibley: Page 25, I think you had finished down to the 
bottom of that page. 

Mr. MeCallum: I think so. Now on page 26 it seems to me 
that the only slate there that would be important are the last three 

Res of that Mg paracrarh where it reads} 

"The building lease shall be executed and delivered by 
Ontario Hgdro and Canada Square contemporaneously with the 
execution and delivery of the Net Lease." 

Muagd. I guess I could just point out to you there that all 
three leases, therefore, are really going to be executed and delivered 
at the same time. Nexts it was a rather long paragraph that 
really just deals with what happens if Ontario Hydro go into possession 
before the building is completed, and Keak I don't know that that 
just would be self. explanatory. 


Mr.Shibley: Yes. 
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Mr. McCallum: And it simply says that if they do that 
sort of thing they will pay rental for any portinn that they occupy 
and give the date upon which they will do it. 
I don't think that is important. 
I think really that part that you will be most interested 


in is over on page 28, paragraph 34. 


I would like to read you this so that you can appreciate 





the significance of it. It Says; 
"As provided in the Ground Lease and the Net Lease and 
subjedst to the terms and conditions thereof, at the expiration of ij 
term of the Net Lease: 
(a) the Ground Lease shall terminate, and all of Canada Square's 
interest in the Building and site shall be extinguishedg,’ 
Now, I read that as saying simply this; when the first | 
mortgage has been paid off by Hydro, and it is bound to be, BReawxe | 
becaused we are controlling those moniesg,all of Canada Square's 
interest in the building and the site aukamigatixaxtanigarixx 
automatically belongs to Hydro. It just..falis. in...» tt becomes 
Hydro& according to that clause. | 
Now there is a second clause which follows which is paragrap 
(b), that might make you think that that is somewhat inconsistent 
with what I have said, which goes on and says, in effect ; 
"at the expiration of the term of the Net Lease: 
Ond cat | 
(b) Canada Square shall sell, assign, transfer and convey, eTo . 
all liens, charges or other encumbrances, to Ontario Hydro all of 
Qnada Square's interdst in the Building and site for the sum of 
$1.00." 
It is my opinion, and has been throughout, that that ophiows 
as it were, to buy at $1.00 is nothing. Hydro gets this property 
back just on the flux of time, and on the payment off of the mortgag 
i have saidy and that option for $1.00 isn't needed. And in the 
courses] as Mr. Shibley will, I am sure, bring out later ong of the 
discussions betweenthe lawyers for Carmia and Square and Hydro, I thin 
there was this argument that they should put in the option 


Os 
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(Mr. McCallum) 





(ee 
fee wanted 


to have an option in there. We said that they didn’ thave to 
have the option, that it was going to be ours in any event, 
and I dete didn't want it any othemway, I didn't want us to 
have to do anything to have to get that land abd building 

back. Not even pay a dollar for fear that they said, no we 


? 
hadn't done other things and they wouldn't give it to us. 


Quod 2 
I was able to hold my positionywes-we are to have it in any 
A 


event? that’ 's the reason for paragraph @ixeiter 





Mr. Shibley: Well, bed McCallum ... 


Mr, McCallum: mney \aas-Gaid' “bin, we want &some 
, not 
help on the other’ Do youfwant me to go into that now or ... 





Mr. Shibley: No, no. Wiiigmmtee I think you may 
have given the committee a misconception, however. You said 
once the mortgage was paid off ... 


Mr, MeCa 5 WELIyou see, you can't ... 





Mr. Shibley: ... and the wording is "at the Bg ors 
ofthe term of the net lease" =.. 

Mr , McCallum: I know, but you can't ... 

Mr. Shibley: ... and I would think.=-I am @ directing 
your eh ee to the g circumstance that Canada Square is 
entitled to manage this building for a term of thirty years 
at a return to it. In other words, lets gay that Hydro tomorrow 

hep $45 million and paid off the mortgage with the consent 
of the lending institution, that would not relieve Hydro of all 
its commitments to Canada Square, 


Mr. McCallum: No. That's why it says ‘the net lease." 





a¥e a= fhere isn't any provision, as you can imagine, 





for prepayment either. All I am saying is I was really jumping Jf 
to make it very simpiey Het lease can't be terminated until the 
first mortgage @ has been paid off. Thadé all I was doing. In 
| other words I was making it clear to you that when we get it, 


we get it free and clear of any encgumbrance. 
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Mr. Shibley: Ail right. Okay. 
Mr, Gaunt:# Mr. Chairman, may I ask Mr. Shibley if 
this @® would be the appropriate point to raise the matter I 
raised before about the $3.35. Apparently I had a misconception, 
Mr. Shibley: No. I would rather you left that because 


I am going to be taking Mr. McCallum through this question of 





a computation of figures, He made se® certain 
analyses for his own purposes and T\lpather see him just complete 
the review of the contract and then we will get into that. It 
looks like tomorrow. I am desperately anxious to get through 
this document. 
McCallum: 
Mr. Geeeemex I would just add one thing that you might 

otherwise forget. One of the things that certainly is important 


yr 5 én (9753 
ie lets say the leases starty thirty years. from 


napaemagiatic Ca 2 is 
that is 2005; at 2005, as tesfor nothing and nothing else 
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happening, Hydro get their land poy ere which will be 

& very valuable asset. aS Sey eee companies 
want to get their hands on land so badly, And in addition to 
that, they will get back a building, hopefusiy originally built 
of first qualityS W011 only be thirty years epee they will 
get that on my say-so for pothang, even on & Canada Square's 
say-so for a dollar. Don't loose sight of that in making the 
m judgement here, because its my judgement and always has been 
that that tet De Akh years from now, will be worth in 
their dollars just as much as it is costing today if not more. 
Think about it. Just go back thirty years and see if there 
isn't a lot to what I say. Thirty years ago is not so long 
ago in the lives of some of us and age I tell you that 304 
years from now dm that building will even then be worth 


$45 million and we wild get it for nothing. 
a ketal ici 9 We went get ik for noting: 





Mr, McCallum: Well, of course, we've paid for it. 





SAL 
I've said we've paid for it. We gah have a building worth, 


starting then, $45 mi 13407 Ant land worth heaven knows how much , 


due 
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Mr. Bulibrook: But your expenditure for mortgage 
financing alone is going to be well over $50 million. 

Mr, McCallum: WE11, look, I know exactly what I 
am going to do. I am going tebe paying interest at eight per 
GeNb..o6 

Mr. Bullbrook: That's a two-way street. 

Mr. McCAllum: Of course it is. But the asset that 
I then have is worth a great deal more than I have paid for 
it. 

Mr, Bulibrook: Yes but ... 


Mr. Chairman: Gentlemen, we are getting ... 





Mr . W. Hodgson: And you have saved $2.4 million in 
rent in other buildings in the meantime. 


mei WEl1, apart from that. Apart from that. 





ME. MeCallum: What I was trying to do was to indicate 


because it has an impact on temeéaeéx the tax position. I was 
not trying to make the other point at all. 
Mr. W. Hodgson: Per year, too. 


Mr, McCallum: On the tax ga position of Hydro as 





against the tax position of Canada Square, its important to 
have in your mind if that ever becomes relevant in your 
consideration, that the option to acquire a very valuable 


building is on their say-so for a dollar or in my Lae 





upon doing nothing further. That is the only reason I gave wt. 
I am not g&m an expert as to the value. I was giving you a 
value in order that you would have something to equate to this 
position I am giving you. 

MR, Bullbrook: The reason I interjected is, and f 





am most appreciative of the fact that there is going to be 
substantial equity position in that building available either 
to the saith ye of time or the assignment for one aviaay, ut 
I think you will agree that we have 
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(Mr. Bullbrook) 
tak pearl en EET PE OS ig ie fe 
Simi enn atten maine ree BE Other considerations that 
govern our judgement when we make it == 
Mr, McCallum: Oh, yes, I -- 
Mr. Builbrook: One of which, of course, is that -- 


an appreciation when you talk about taxes as to whether Ontario Hydro 
should use the vehicle of a separate corporation who has available to 
themselves depreciation, write-offs and other things that Hydro doesn't 
normally have, and that in point of fact, Ontario Hydro might well be 
construed as using this type of vehicle and the tax advantages available 


to Canada Square in a less than meritorious fashion. 






Mr. McCallum: Well, that, sir, hadn't siicomeGl Ty 





consideration. I wasn't thinking p= 

Mr. Chairman: Gentlemen, let's get omvemmmie Ae! 

AMaling in philosophies again, I think we can leave that for later on. 

Mr. MeCallum: I think we can wrap it up pretty quickly 
now. Paragraph 35 (a) on page 29 simply says." Canada Square shall 
take all action to obtain a building permit," well, that's been done, 
"They shall take all action to conclude an agreement with the TTC about 
the station.” I really don't know where that's at. You will have to 
find out from the Hydro people but that's all that says. Over on page 
30, they speak about parking facilities and what they are saying is, 
you have to put 12 parking spaces inside the building and the rest of 
the parking spaces that are required will be located in Hydro's garage 
over behind. You know, over on the street lying immediately to the 
west there is a large Hydro parking garage and other parking that's 
required in respect to this building will use that. 

Mr. Bullbrook: Has the number of directors under the 
new corporation affected the thinking as to the 12 chaufréfed cars? 
No, I am just interested, 


Mr. MeCallum: I don't know. 


Mr, Bullbrook: How many directors are established under 





this corporation? 


Mr. McCallum: e I don't sggmamge know. 


ERS SII OSCE IRE TES 
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Mr. McCallum: Paragraph 37. I suppose if you looked 

t page 31, I don't think it's very important but I will readit 

rery quickly. It simply says: "No change in the construction of the 
yud ding or in the improved plan shall be binding am upon either Ontario 
lydro or Canada Square unless in writing, including telegrams, and 
signed or issued by its representative or alternate. Initially, 

ntario Hydro's representative and alternate shall be K. H. Candy 

aH. J. Sissons respectively and Canada Square's representative and 
ternate shall be G. W. Moog and W. C. Coles respectively. Either 

arty may from time to time change its representative and/or alternate 
by notice in writing to the other party." Now, there is nothing else 
n the rest of that page. There is nothing else on page 32 that's 
mportant . 

Page 33 simply magmmmemmgs says that if they are unable to 
i. on any matter, it will be referred to arbitration. Page 34, 

mB paragraph 42, says that the agreement ,*this agreement, and the rights 
of Canada Square hereunder shall not be assigned without the written 
consent of Ontario Hydro,which consent may be unreasonably withheld.” 
Mr. Allan: That's a strong hand. 


ad 

Mr, MeCallium: It's a strong hand, yes. 

ST ATE) 

Well, as you will see, there was a thought and I will just mention it 
here and it's the end of this agreement as far as I am concerned, there 


was a thought I think in their minds throughout, sir, that they didn't 





























want to wake up in the morning and be dealing with someone that had been 
able to acquire Canada Square, and for that reason and also their letter 
agreements they decided to watch carefully and they insisted that 
contrary to the usual agreement, where you can make an assignment and 

the other man shouldn't be able to unreasonably withhold his consent, 

we argued that we didn't care how reasonable it was, we wanted to 

know who he was and gm have therefore an unreasonable, if you will, 
right to say --“do, we just don't like him; we are not going to let you 
assign that agreement to him.” 

| Mr. Bulibrook: Well, Mr. McCallum, you just made the 


REET IMEI MEE AT DREN OOP 


somment you didn't want to wake up in the morning and find that a 
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somebody had acquired Canada Square. This clause doesn't Gmsemisl 
that possibility. 

Mr. MeCalium: Oh, no, but there's another one, sir, 
you will see. 

Mr. Bullbrook: Well, all right. 

Mr. MeCallum: That's really all there is on the 
agreement ,sir. Do you want to go on to the rest of it? 


Mr. Shibley: Well, do you feel that it's necessary 
SS) 


for an understanding of the whole transaction? 
pee ae te a How about the letter agreements? 


Mr, McCallum: We are going to get to those in the 
course Age I sure? 


Mr. Bullbrook: Do I understand you correctly, in 
AEST TL ENTE re at) 





connection with page 31, paragraph 37, that any changes in connection 


with your plans will be binding if they are signed by Mr. Candy and. 


Mr. Moog? 
Mr. MeCallum: No, that's not so, 
Mr. Bullbrook: Explain that to me. 
Mr. MeCalium: It's the negative. It simply says 


that you can't make a change unless they agree but it doesn't say 
that you can make a change if they do agree. Obviously changes in 


the;= so far as Hydro are concerned, Mr. Candy a OP 


(H-2058 to follow) 
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to get instructions to do that on his own hook} he hasn't been 
authotized to incur any expenses by Hydro under his agreement 
or anything else. 
Mr. Shibley: Now, Mr. McCallum, members of the committee , 
what I've done over the weekend is to make a selection of documents 
from the various files that Mr.McCallum produced to me of those 
documents that I want to examine upon. I intend to introduce | 
the brief of selected documents as the next exhibit. But I've 
asked the chairman to handle this in this way, because there is 
no way we are going to complete our review of all these éocuments 
this afternoon and yet because it's convenient I want the brief 
of documents disseminated to members of the committee now. LN NG 
Mt will publish, of course, every document in the exhibit to the 
press but only as it is dealt with on an individual basis. | 
f I've asked the chairman further that there be confidentiality 
maintained by all members of the committee pending the review 
of each of these éocuments as a matter of testimony by Mr. 
McCazlum. I think he feels strongly about this and I concur 
in it that these documents ax@xmx ought not be made the subject 
of public comment or published comment . until he has had a 
‘chance to deal with them in his evidence before ¢ the committee. 


; 
=| 


; So ¥ with that g..5- 

Mr. Chairman: I agreed to that when Mr. Shibley discussed 
re, 

it with me earlier. “Sy there any objections to it? In other 


words for the convenience of the members of the combittee these 


documents have been bound togéther in one.brief. 


dem (turn 
Mr. W. Hodgson: What do we do, em back into 


you tonight? 


Mr, Chairman: No, you as on to them, or leave them 


heres “aanh leave them here, but just make sure that wos 


e 
. Mr. Shibley: I don't care 4f the committee members have 


them and even study them over the evening if theywish. But I 
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(ir. Shipley) think it's important, certainly to Mr. McCallum 
that he ha¥e a chance to make comment on the documents before 
they are published. 
So now as we go through them, as I say, the clerk will 
hand to the presss that portion of this exhibit that has been 
dealt with. 
Mr. Chairman: In other words, the documentson the face 
of them may to lead to some wrong conclusion without the explanation 
that Mr. McCallum wants to go along with them. So this is exhibit 


number 225 and Mr.Moore will make them available to the press 










as we come to the individual letters. 


Have you got a copy 





e can start with the brief of documents. 
in front of you? 

Mr. MeCallum: Yes,I have one you gave me at lunch time. 

Mr. Genest: No, that's not the same. 

Mr.McCallum: OOps/I've done it again. No sir I don't, 
I'm told, have the right thing. 

Mr. Chairman: You make a better counsel than you do 
a witness, Mr. McCallum. 

Mr. McCallum: I know. I've had a little more experience 
doing one than another and you do learn from experience. 

Mr. Shibley: All right, Now Mr. McCallum, it appears 
that the first communication with Pingo eer than the luncheon 
you've mentioned, was Lateyune or early July 1972 and that's 
the first document wherein jaan you just quickly tell us what 
this is a note 6f? 


Mr. McCallum: Yes, Henry Sissons called me. 


Mr. Shibley: Yes. 
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Mr. MeCallum: I can't read this thing, but whenever it was 





in July; @g, that's my secretaryswriting at the top. I think that 


| 


4t was probably on the 7th of July enry Sissons called me. and 






that's simply a note much abbreviated of what he said to me. 

| Mr, Shibley: And it simply says "give him a hand in reducing 
his to a contract form, “bepisKeensitive gk yet must be enforced". 
Would that mean politically sensitive? 

| Mr. McCallum: Yes, it does. 


Fi Mr, Shibley: "Ken Candy,architect, really handiing this." 


| Mr. MeCallium: Yes. 

ft Mr. Shibley: Now did he enlarge upon why it was politically 
sensitive? 

Mr. MeCallum: Yes he explained to me that they had been 


fhe a head office and that lt was confident that 
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(Mr, MeCallum) 


an attempt would be made to deny him a head 
office again and that we had to be careful, it was a thing of 
some political significance. That is about the way I remember it. 

Mr. Shibley: Yes. All right. 

Mr. MeCalium: Well, you ask and I will am answer, I 
guess that is the best way. 

Mr. Shibley: Well, going on to the # next two documents, 
in the brief, pages two and three, this was material provided for 
your @ review, and on July 7 you were provided witha comprehensive 
report by our financial people.” Can you help me identify that? 

Is that an April 10 report? 
Mr. MeCallum: Yes. 
Mr. Shibley: And the next sm one would be the June 23 


report, filed with the commission. 





Mr. MeCalium: Well, I am not as good as you are on these 
Rak. TENSE SN RRS 


dates. It was in those papers. I guess if you say so I will aceept ij 
Mr. Shibley: Yes, And the last would be the January <x 2h) 


Ser AUS ETS 


proposal. 


on page three, the 





three letters referenced there were also provided for your review. 
Mr. MeCallum: That's right. 
Mr. Chairman: May I interject here, Mr. Shibley. Mr. 
LET Ces 


Moore wants to know when you are prepared to have these released? 


Mr. Shibley: As soon as they are referenced, 


RSC CREE ca SS 
Mr. Chairman: Just as soon as you have mentioned themP 
TE AIT Tce narCR 
Mr. Shibley: Yes. Now, then, other than receiving that 
POTATO OE 


qe documentation, did you get any other instnuction or 


#8 information to work to for your preliminary purposes? At this 


point in time P 


Mr. MeCallum: Not at that point in time,that I can 
Rime eeONICEe, 
recall, no sir, 





which find their way into the next document, which we know was a 


ofthe things, that are in this brochure are for F my purposes and | 
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Mr. Shibley:All right. Then, can I take it that 


ee 


pare four of this brief are your thoughts as they evolved from 


a review of that documentation? 


Mr. McCallum: Well, now, let me look at the original. 


Do you have the original? Could I just see the original, please? 


Mr. Shibley: I might tell you that we have located 
these documents that are undated. I asked you yesterday if you 


could doubie check that, but there are reasons for locating it 


here. The references to the $7 million worth of land, and so on, 


meeting of July 11, 80 we are presuming that this document precedes 


- July 11 and is subsequent to July 7. | 


Mr. MeCallum: All right, sir, I guess that is so. 





Mr. Shibley: Then can we review this @ document with the 





members of the committee. Would you go down the comments you have got? 
fhese are comments for your own purposes, I gather? 

Mr. McCallum: YEs, they are. Many of the things, if not most 
they don't giamecmmx attempt to be very accurate as a result. But 
I will try and,..4 


‘ 


a thers 
Mr. Shibley: The first thing you start with is $20 Swiss 
A 





4bpads exchange rates." 


Mr. MeCallum: YEs, those dots mean, because exchange 


eee 1 DET EOL T LEE SLID D EIS 


rate, » 


a ee ar re 


Mr. Shibley: Yes, and having regard for thefact that Hydro | 
ultimately wougd up with the risk of exchange rate, but the funding 


a8 U.8, 
Mr. McCallum: Yes. The first document, when I looked at 





+, and I looked at Swiss money and T was worried about the exchange 
rate, it never came to pass 80 that "bad" really doesn't amount to 


very much, but you can see how I reacted to it. 


Sept. 4/73 
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Mr. Shibley: Now, the next thing I notice is you are 
EID : 
talking $20 million Swiss and $15 Canadian for a total of $35 million, 
Is there some rationale for your CHEN pencm 


Mr. McCallum: Y8s, there was. 


Mr. Shibley: In ge ficures? 





Mr. MeCallum: In many of these early documents that you 
will look at of mine, I was, for my purposes, doing no more than 
using a million mgm square foot building and multiplying it 
by about $34.@m In other words, I wasn't trying to be in any 
sense precise, I wasn't trying to distinguish between net rentable 


space, gross rentable space, or any such thing. 
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A334. TF wa hey EEE tana the 


\Aeop7 
Pemteegs Of it so at that point I was busy using the figure 


a 
off million feet, a little over a million feet, at $34 a 


(Mr. MeCallum) 


foot and calling it $35 million. 

Mr. Shibley: Then you Pre es See get at 7-3/4 
must be over eight?’ You meant they couldn't borrow that 
money at less than eight per cent? 

Mr. McCalium: That's me. I am busyéees sayingl 
don't believe it. 

Mr. Shibley: axe Kate must be over $5; is that 
$5.25 a guaranteed price?” Is that what that is, guaranteed? 

Mr. McCallum: Yes, that's right. 





Mr. Shibley: You were relating here to the range 





of rates in Canada Square's proposal of $4.92 to $5.25 depending 


onthe cost of money. 


Mr. MeCalium: Yes. 





Mr, Qhibley: And I gather you were concerning yourself 





about the fact that they could, under their proposal, range as 
high as five and quarter, @ or might be entitied to, is that 


correct? 


Mr. McCallum: Yes. And I thought at that time were 





going to. The way I was ... 
Mr. Shibley: In fact, you continued to think that 
for some time after? 


Mr. MeCallum: Probably did. 





Mr. Shibley: Yes. 


ce eS RNS ENTE TD 


Mr, McCallum: I started there. 





Mr, Shibley: The point I am getting at, Mr. McCallum, 
4s that the proposal which was accepted by di Hydro permitted a 


range of rentals from $4.92 to Sijigaeee $5.25, isn't that so? 
Mr. McCallum: Yes sir, it did and it depended, as I 





rdcall, on.-.I don't have it in front of me, Pierre wiil be 


after me again if I mistate this but I think it depended on 


H-2060-2 gb 4/73 
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(Mr. McCallum) 
the price of money ... 

Mr. Shibley: The price? That’s right. 

Mr. McCallum: ... and what I was busy doing was 
saying,“they can't getht at $4.92, my guess is they will have 
to make this $5.25 

Mr « Shibley: Yes. 

Mr. McCallum: In fact, they had said to me they 
were going to take Moog, and I was saying, its going to cost 
them $5.25 and I wonder if thats guanahtewa?? mate whats 
behind my thinking there. 


Mr. Shibley: Whereas the other developers had 





made submissions at one price, but Canada Square had a range 
from $4.92 to $5.25. 
_Genest- _— n't 

tno «€©6CMr, Shibley, was/there ee evidence 


though that Canada Square had verbally informed Hydro? 





Mr. 


Mr. Shibliey: Later on. 





Mr. Genest: No. No. In April, that they were firm 





on their $4.92. I think there is an exhibit to that effect. 
Conversation I think with Mr. Mink. 

Mr. Shibley: WE1L I think we will wait upon some 
of the other documents in here. 


Mr, McCallum: Well, in any event, at that point 





when I was looking abe papers it looked to me like @® $5.25 
was inivolyad yang as to your comment about the other people, I 
had not paid attention to that aspect of the matter at all 
because I was under instructions that Moog was it. I was 
ther@fore not paying attention to what others had put in at 
all. 
as 
Mr, Shibley: WE11, then, skipping the next item to 





zoning, “Hydro puts up building, equity of $7 million |yhat do 
you get for it? Is it enough? How are you protected? Why do 
you amortize $7 million over 50 years when yeu get it back in 
307 ai Rule of thumb is rent from commercial space equals 
valuslazand. Commercial rent should have percentage, like Moog 
will charge, something @ 


¥ 
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Mr . MeCallum: “is tenants.” 

Mr. Shibley: You were concerned about the fact that 
Hydro was putting up the land having a value of $7 million, a@/ 
that this was really the equity in the building. Is that 
correct? 

Mr, MeCallum: At that point, I had that in my mind, 
yes. 

Mr, Shibley: I would like to go to the next document 
on page five of the brief, and I might tell you from diaries, 
Mr. McCallum, we established the date of this mgeeting as being 
July 11, 1972. Perhaps members as we go through these might 
want to put dates on them once they are established, but there 
was & ee Sissons, Ken Candy, Mr. Dean and Frank 
Minky with you on July 11, and I am taking it that this is a 
document of notes compiled at that meeting. Would you like to 
go through it with us please? It starts off: "Moog is man", 
whats that about? 


Mr. McCallum: _ WE11, that was an expression of mine 


_to indicate he was the white-haired boy, he was the selected 


person. 


Mr. Shibley: I see. 





Mr. MeCallum: We weren't, in other words, although Be 
had looked at Same that amam April 10 report and realized that 
others had put in evaluations, we weren't to be involved in any 
consideration of the others. 


Mr, Shibley: Yes. So that no matter what assessment 





you made of the ... 

Mr. Bullbrook: Exeuse me. Do I understand that 
those were instructions he received? These are impressions 
he received from the discussions he had had with those present 
at that meeting? 

Mr. MeCallum: I don't think anybody said to me "MOOG 


is the man". I am sure ,it asn't. That's MeCallum shorthand. 





1 H-2061 follows 
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Mr. Bullbrook: No, no. Re Right. 
————————— el 


Mr. McCallum: But I think we were to consider the Canada 
Square proposal, and I was to help produce the Canada Square proposal 
into writings certainly the instruction I received. And that ; 
is my way of saying that is what you are supposed to be doing. 

Mr. Shibley: In other words, Mr. McCallum, no matter what 
assessmeht you made , and advice you were giving, it wasn't diretted 
to a selection of Canada Square as opposed to other developers, but 
rather was directed to whether they were getting their money's worth, 
sO tofpeak, with Canada Square? 

Mr. McCallum: Yes, because I never had made available to me 
those other proposals »you can appreciate. I hadn't seen them. 

Mr. Bullbrook: Now this is July 113 is that correct? 

Mr. Shibley: That is correct. 


Mr. Bullbrook: Were you familiar at that time with the 





fact that a presentation had not yt been given to the commission in 
connection with Moog? 

Mr. Gegest: That is not right, Mr. Bulilbrook. 

Mr. Bullbrook: All right, correct me on that, Mr. Genest. 

Mr. Genest: Weil = ee ope was made on June 29 and 
the commission then decided they wanted more information because of 
comments by Mr. Nastichs and the official decision was finally made 
on July 19. The first presentation was made on June 29 which 
contained a recommendation to contract with Canada Square. 

Mr. Bullbrook: Wére you familiar on July 11 with the fact 
that the commission nadie up their mind? 

Mr. McCallum: Yes. JI knew wthat the commission had not 
made up their mind, but I am not just sure that I know what you have 
got in your mind. Are you saying that they hadn't made up their 
mind to select Moog? Is that what you are saying? 

Mr. Bullbrook: I want to know,frankly, the flavour of your 
meeting. You have got Moog as the man, and I don't for a moment 
think that somebody told you Moog is the man. I realize this is your 


type of shorthand. But were you wacnamaaioass? tea solicitor for the 


4:45 - 4:50 pm 


CA 
(Mr, Bullbrook) > 


eommission with the fact that the commission had not made an 


H-2061-2 


ultimate decision in connection with the selection of the developer? 

Mr. MeCallum: I guess I was, although I can't think that 
I am precise about it. I guess I would be. 

Mr, Bullbrook: Then I take it that it is only reasonable 
to assume, having regard to the fact that you had personal knowledge 
that no decision had been made by the commission, that the senior 
administration, or at least those people wk with whom you were 
meeting on July ll, were conveying to you that Moog will be the man? 

Mr. MeCallum: Oh, yes, if you will take a look at some of 
the documents that they gave me you will notice in the letter of 
July 7, the second document that Henry Sissons sent to me is the 
summary position placed before the commission, I don't have that 
here, Mr. Shibley, but that is the one that says “accept Canada 
Square". 

Mr. Shibley: It is in the exhibits. 

Mr. Bullbrook: I'm sorry. I regard {his as an extremely 
important memorandum frankly, because one of the considerations 
I want to make is what the commission did. Because if you will 
recall at one time I had made the comment to Mr. Gathercole, by way 
of inquiry, whether in effect the commission weren't a rubber stamp 
with respect to these matters. And as I read this, Mr. McCallum, 
I come to the conclusion that you, being privy to the fact that the 
commission hadn't made a firm decision, you, in your type of shorthand , 
came to the conclusion that Moog was going to be the man and that 
those people who conveyed that to you were those people who were 
present at that meeting snamely} Mr. Sissons, Mr. Candy, Mr. Dean 
and Mr. Mink. 

Mr. Genest: They expected him to be the man. 

Vrs WeGallum: There is no doubt that they certainly, 

Mr. Bullbrook: And I hear Mr. Genest, I think it is, 
whispering "They expected him to be the man". I don't read it that 
Way. 


Mr. McCallum: That is hardly a whisper. 





Mr. Bullbrook: I want Mr. Genest, and I want the chairman, 


and everybody elise to realize that I don't read this that Moog 


H-2061-3 
e (Mr. Bullbrook) ao , 

is expected to be the man. On July 11, the solicitor, notwithstandin; 
his knowledge of the fact that the commission hadn't made up their 
mind,makes a note saying "Moog is the man". I interpret this, Mr. 
Chairman, and I put it to him as a question, that these people had 
made up their mind that MoogWwas going to be the man. There was no 
doubt about that. 

Mr. McCallum: Well I don't know that that is fair, Mr. 
Bullbrook, if I must reply to that. Look, they placed in front of 
me,if you will look at the documents, and we don't have them here, fir: 
of all they gave me only one proposal; that was Canada Square's. 

Mr. Bullbrook: Sure, right. 

Mr. MeCallum: Secondly they gave me that noteeto the commissic 
which 20, 

Mr. Shibley: June 23, 

Mr. MecCallmme Yes, I'm trying to find it. 

Mr. Bulibrook: Which recommended a contract with 
Canada Square. 

Mr. McCallum: Thatiis right. That's fhe sense of it. 

Mr. Bullbrook: Right. 

Mr. Shibley: I think what Mr. Bullbrook is getting at is 


this¢ You also had the April 10 memorandum of Candy and Mink, did you 





not? 
Mr. McCallum: Oh, yes. 
USE page 


Mr. Shibley: And in that submission, which is very 


comprehensive, or I should say, in the outline, it did,, 
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A outline the proposals of the other 


three developers. 
Mr.McCallum: Yes. 
Mr, Shibley: And at this meeting, the whole thrust 


Mr. McCallum: That's right. 


Mr. Shibley: Because Moog was the man. 





Mr. McCallum: That's right, and if I can find, I just 





have lost it for the momentZ-here 4t is. Take a look at the 


|| ey "gat down, make a quick review and see what we have now 
desirable. Give him a hand in reducing this to a contract form." 


He was talking about Canada Square. 


Mr. Shibley: Well was he also talking about Carala Square 





when he said "it was politically sensitive". 

| Mr. MeCalium: No, the transaction was politically sensitive 
‘for the reasons that I've given you. 

Mr, Shibley: Ali right. Can we gO pack to page 5. 


| Having got the impression that the selection had already been 





made as far as these people were concerned, \§onta you interpret 


that for us? 


Mr . McCallum: a AR this. "Moog said $4.92 up to 
| $5.25 in @m letter. Moog ekka-$4 « 92 orally, Get proof." 
Mr. Shibley: Right. 


j Mr. McCallum: That's what Mr. Genest was referring to 


aoe 





a earlier when he indicated that at sometime before I got it, 





Moog must have said, IT assume to Candy, that, "gever mind, it 


can go up to 95.25, T'll stay with $4.92." Apparently he's Rayeng, 


} 
| 















































H 2062 - 2 Sept. 4/73 
4:50-4:55pm 
ea = 


(Mr, McCallum) 
"You'd better get some proof of that". 

Mr. Shibley: Yes, bear in mind that pheraied Meneiidd 
references to a borrowing of $50 million, up to $50 mibT26n, 
in the Ames documents that we've looked at. 

Mr. MeCalium: I didn't know that. 

Mr .Shibley: Did this relate to the fact that we were 
still within the range of $4.92 to $5.25 notwithstanding that 
Mr. Moog had orally said it would be $4.92? 

Mr. McCallum: I really don't know. I didn't hear 


Ames this morning, I was outside 





7 and I certainly wouldn't 


have known/that’ 

Mr. Shibley: There uae “indications that # it was in Ms0g's 
mind with Ames until the latter part of October that he might 
borrow as muchy$50 million. 

Mr. McCallum: I didn't know that, sir. 

Mr. Shibley: Of course that would affect the rate of 


rental would ithot? 

Mr. MCallum: I don't know. AT that Same, Seer all, all 
I'm doing is looking at Mr. Moog's proposal and reading what's 
in there. 

Mr. Shibley: @ Okay. 

Mr . McCallum: It is hard for me now. 

Mr. Shibley: All right, we'll go on whit your own 


MARC ER OAR, Ms McCallum. 


Mr. MeCallem: Okay sir. The next thing I have down 





is "Get his financial statement wow” . The next thing I have 


is, "Kent is subject to foreign exchangeg~dangerous.". 
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Mr. Shibley: Just on the financial statement, did you 


peex satisfy yourself as to that? 


Mr. McCallum: No, sir, never. 


Mr, Shibley: YOu never did? 





om 


Mr. McCallum: Never was@ able to. 

Mr. Shibley: I see, why not? 

Mr. McCallum: I couldn't get Moog to produce his financial 
statements. 

Mr. Shibley: Yes 5 you requested them? 

Mr. McCallum: Yes sir. 

Mr. Shibley: All right, and you NAVE. scace 





Mr. Bullbrook: Well now! want to understand this, keally, 


I'm sorry to interrupt. But you see I want to make it amply clear 


that I recognize your position as a solicitors, You just take 


-4nstructions, right, and advise on the basis of instructions. 


{In connection with the line of questioning that I undertook before, 


it wasn't that you were in any way affecting the predisposition of 


the commission...-.» 


Mr. MeCallum: Oh no. 
a _ aan 


Mr. Bullbrook: You're a solicitor, we must understand that. 


But did you ask yourpeople to get a financial statement? 


Mr. MeCallum: Oh yes. I'm sure we'll come back to this, 


The answer is, "Yes, I did", and yes, they tried to get it; and 


yes, he said, " ell, 1 won't @k give it to you.” 
I want details on 





Mr. Bullbrook: Vell, 





thiss I must say I want details eventually. I want to know 


| _ the response and the rationale from these Hydro people to their 
solicitor when he asks them to do things. Do you intend to go 


into that? 
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Mr . Shibley: Well, Ithink it has become very apparent in 
the collective thrust of this evidence, Mr, Bullbrook. The point 
of the matter is that it was through the Ames file again that the 
information was provided that infact the Canada Square Corporation 
would wind up being the owner of this building only. Now that's 
to be supplemented by the evidence of Mr. Moog that they have 
aap equipment and so on. But there was no financial statement.... 

Mr. Bullbrook: Mr. Chairman just \er-We have a meeting 
of the minds on this, when we get to such things as the financial 
statement§ which wae not eventually produced, my interest is 
in seeing ixmmmedée two things. gems One, I take it the solicitor 
advieéd his clients that it should be teat Then I'd like 
to have some maeamee reasoning for Cee ae Ce —— 


H 2063 to follow 
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and, in effect, their explanation. BUt it M doesn't have to be 


done now. 


Mr. Shibley: Mr. McCallum, were you ever given an 


» 


explanation as to why Hydrdé acquiesced in the refusal of Canada 


oF 


Square? 











Mr. MeCallum: Well, let me come at it this way. I 





tried on several eg@esi occasions, as will become apparent as 

‘ we go through some of these other documents, to get at Canada 

_ Square's financial abilities, for a variety of reasons that will eper 
Mm become perfectly clear. I failed. They just sai@ to me that they 
would not make them available. They didn't need theses and 80 on. 


4 Mr. Shibley: Would it have been significant to you to 





know that this corporation had no assets other than some construction 


equipment? 

















Mr. MeCailum: Yes, it would have been significant. T 





ean't think that it would have changed very much because as soon &a& 
b I couldn't get them to give me any financial stategmemts I sure 
“didn't figure they were worth very much. I acted on that basis 
from that point on. 

Mr. Shibley: They were using, as it tusnbe out. this 
| corporation as a vehicle for @& doing this transaction. 
| Mr. MeCallum: I have heard that, Just as you did, here. 
I didn't know until then. But, in any case, to just help Mr. 
| Bullbrook, if you will iook at page 18 of our letter reporting, 
parerraph B of page 18 Says: "We were not retained to report to 
— you on the financial ability of Canada Square to carry out its 
WF obiigation on the agreement and complete the project accord iggy. 


Since there is no provision in the documents for Canada Square 









































providing a performance bond, you will undoubtedly want to make 
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a judgement as to that company's @ financial ability." 
fo Ps 
That was what I hoped was a polite way of saying , weses I 
1€ 
enlarged upon\As I will tell you about when we get there in the 
evidence, a polite way of saying, Nyou don't g know anything about 
this if you rely on what I have¥. You will have to find out.” 


Mr. Shibley: Yes. That reporting letter, also, in the 





context that you have read was intended to protect your flank, so 
to speak, in terms of you gresponsibilities to your elient,y in that 
area. 
Mr. MeCallum: Yes. But I wasn't so much # worried about 
my flanks; I didn't anticipate this proceeding. I was much more.... 
Mr. Shibley: No, what I meant was that if it turned out 
that the lack of financial responsibility, or if there was a lack 
of financial responsibility and that turned out to be problematical, 


rq 
you were telling Hydro, (ye11,that is your responsibility, not mine, 






because I asked for and you did not arrange for a financial statement 


Mr. MeCallum: That's right, and when I took that letter 





in front of the commission and went over every word that is in the 
letter, and read it all to them and commented on it as we went, 
I certainly expanded on that at that time. 

Mr. Shibley: Yes, I realize. All right, we go on with 
the document on page 5. You say, "Recalculate so as to see what 
is in it for Moog, Por example..." il ila you take it from thee an 

Mr. McCallum: Well, then I have, "(a) Hydro puts/up 
$7 million in land for 30 years for a dollar, Moog mortgareg~it, 
therefore uses it as his equity". Now, as you Wisee, ond we 
will come ghana we mentioned it just briefly, we took some stefps 
to try and prevent that happening sduring the course of donduvadtiein 
but that will come out. 

(b), I say, "Absolutely no risk for Moog, and no money 

triple A 
invested and nuded covenant on the lease, Shamear therefore low 
rate on $35 million, Question is, that low rate adequately reflected 
in rent paid by Hydro". 
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Mr. snibiey “ts that low rate..4 
! Mr. MeCallum: “Ts that low rate adequately reflected 
‘in rent paid by Hydro’ If Hydro are to be able to defend this 
deal in future they should now try to equate what is in it for 
Moog against what he does for Hydro .”” 


Mr. Shibley: Right. So you saw at first blush that 








there was, as you say, no risk for @ Moog, no dollar investment, 
and that he had a triple A covenant, and Hydro bis putting up the 
land as the basic equity? 
Mr. MCCallum: That's er Those were the things 
that I @ then assumed, ey are not vee things 4g I subsequently 


concluded, Hey represented, and it is inisonenHel think, -in the 


? 
exposition of s@® these documents, I was poking A hole 





in the arrangements that I coud... | 
Mr. snible¢ I understand. 


& 


Mr. MeCallum:... because I was having to put this in 
(Sara Se ae a eS 


writing and I wouldn't do my job if I weren't trying to find the 
SHE re ew ae Ge Eo ae 
places had to .buitittiertsecesesee chink up the holes, as it 





were. And that is what I was doing, poking away at it. 


Mr. Shibley: I understand that, 





p Mr. McCallum, and I think what Mr. Bullbrook intends, and I 


intend to find out were down the aeeia you saw holes and 
presented those holes to Hydro, for examination, what @ instruction 
and reaction did you weet At the moment, I just think.. 

Mr. Allan: Mr. Chairman, will we find out to whom eae 
in Hydro he presented these? 

Mr Shibley: These are notations to himself, and then you 


will see later there was a discussion, and memorandum. Loy you «olf 
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Mr. Shibley) — 


just at the moment think of yourself as Jim McCallum back on 

July lljhaving six documents presanted to him for examination 
and making notes and then going to a meeting with these four 

people from Hydro; I take idee this meeting you raised these 
points with them? 

Mr, McCallum: That's right. This is the sort of 
thing we wereedi#dussing. I would raise them and we would 
have a discussion. 

Mr. Shibley: You threw this at Henry Sissons and 
Ken Candy, John Dean and Frank Mink at this meetings so you 
were giving them the benefit of your expertise dos, 

Mr. MeCallum: And they were giving me theirs, too. 

Mr. Shibley: Yes. 

Mr. McCallum: This is notfust me, we were busy 
working at it. 

Mr. Chairman: Mr. McCallum, who is the senior man 


in that group? Was it Mr. Sissons? 


Mr. MeCalium: Yes sir. 

Mr. Chairman: He was the one that originally re- 
tained you is that right? 

Mr, McCallum: Yes, sir. 

Mr. Shibley: All right. Then you go on and say, 
"Necessary to assume you must pay eight per cent plus"{hin 
other words, eight or more\| for $35 million, Is that correct? 

Mr, McCallum: That's right. 

Mr. Shibley: So you webefiaplying for a minute that 
he could get his money as cheap as he was representing? 


Mr. McCallum: No, I wasn't, 





Mr. Shibley: And did you tell these people that? 

Mr, McCallum: Yes, I did, I don’t think it came as 
any surprise to them, My memory, it is not all that fen, Breat, 
but my memory is that some of them had already expressed them- 


selves 
atyedate, the same way, There was an immediate agreement that 


that didn't seem at all probable. 
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Mr. Shibley: The question is whether they in turn 
relayed it to the Commission. 

Mr. MeCallum: You'll make that judgement, sir. 

Mr. Shibley: Yes. So that it was a concensus you 
say that as early as July 11 and prior to the meeting of July 19 
at which the committee made a determination that Moog's money 
would cost him’ mesembhan. eight per cent or more. Is that right? 

Mr. McCallum: That was my view, yes, and I think the 
others bie I won't speak for each and everyone of them but I 
think they were pretty well agreed to the same thing. 

Mr. Bullbrook: We know as a matter of fact that on 
July17 Mr. Candy's evaluation of the profit was based ongetent 
per cent rate. Six days later. : 

Mr . Shibley: Well, let us get to eAbecactrse. iow 
much does he make. ses would you go on from there gtr, 

Mr. McCallum: "How much does he make between the 
assumed eight per cent he pays and what Hydro pays him, there- 
fore take out repayment ofprincipal over 30 years, not 503 
set up payments of interest at eight per cent, and then see 
if he makes money. If so, how much. Henry says if he gets 
it for less than eight per cent, good for him." 

Mr. Shibley: That was Sissons attitude? 

Mr, McCallum: Thats Henry Sissons’, yes. I should 
say that that can be read two ways. Let me tell you how git 
should be read. We were talking about the improbability that 
the money could be borrowed for less than eight per cent. I 
was pretty emphatic about ae my experience I didn't 
think it was at all realistic. I don't remember Pir others 
agreed with me but it was in the light of what Tpsast expressed 
to Aid oe unanimity of thought that there was no real chance 
that they could get it at less than eight percent ~wiag, that 
Henry made that comment that ZT nave noted, 

Mr .Shibley: All right. Would you go on? 

Mr, Bullbrook: I want to ask you a question, I am 


Tae ramen eA AT TNE 


sorry, you are going to be angry with me but you've got to help 


H~2064-3 Sep. 4/73 
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Crm: Bullbrook ) ) 
me in this respect. Were you privy to the document whereby 
Hydro hador was it in being at this time;help me[that Hydro 


had received a so-called commitment that it was to be in ; 





Swiss funds as 

Mr. McCallum: No, sir, I was not privy to any such 
document. I don't think anybody at that m@eting was privy 
to anv such document. 

Mr. Bullbrook: What was the date that Mr. Candy 
was sent out to get this information? 

Mr. Genest: July 8. 

Mr. Bulibrook: July 8? 

Mr. Shibley: No, he was sent out the first time on 
March 28 and came back with a March 30 report saying it WAS 

\-lexhipit 65,|saying it was cine tal aes at six and half 
per cent. 3% Twenty million. Then he PP tee oe meeting on 
July 18 when Mr. Candy reported back that the developer antici- 
pated that the whole of the funding would be Swiss; that's 
exhibit 83. 

Mr . Bullbrook: Was there no discussion at this 
meeting of July 11 that the funding would be Swiss? 

Mr, MeCallum: Yes. We were all BWATe, 28 it shows in 
those documents that when they put in their proposal they were 
busy talking interms oft guess half their money coming out a&Proy, 
Swétzerland at six and half per cent. I guess I was too eynical, 
Mr, Bullbrook, I had seen a lot of that kind of thing, People 
were always telling me that they could get German money or Swiss 
money , iad in my experience I really wasn't very much impressed. 

Mr. Shibley: I think, though, that you said also that 
the other people participating in that meeting were of the same 

view? 

Mr, McCallum: Yes, just from memory, and I $mmk guess 

you would know about it. I think you will find that there was a 

written memorandum by Frank Mink, it may have been that report 


of April 10 or something y Shakptuxe feet xaaysxthatx! 





Mr, Genest: That's right. 
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Mr. McCallum: g,, that in effect says they don't 
think he can get his money for less than eight per cent 
either aad From memory, I donke think in my term with 


H-2065 follows 
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a 5.05 to 5.10 pm 
C(mr, MeCal.um) 
: Beaers Dh HS - re Ie THe SAC f : Trey ‘ - 
amp tonn nt Hydro anybody ever was at all persuaded or was really 


a 
counting on the fact that Moog could get his money for six andfhalf 


per cent. WRKaw T Won ere). 
Mr. Shibley: Mr. McCallum, then that made the range 





of the amount that would be required to be borrowed a matter of some 
importance then? 

Mr. MeCallum: Yes, 

Mr. Shibley: Yes. 

Mr. MeCalium: Assuredly. 

Mr. Shibley: Yes, so that if we are still in the 
circumstance throughout that summer that Mr. Moog was expecting to 
be permitted to borrow anything up to $50 million A=, 

Mr. McCallum: Never to me, that I can ever remember, 
was that figure & mentioned by Moog or by anybody acting for him. 
That's something you have discovered. Certainly it was not 
communicated to me and nobody se Hydro ever referred to it. 

Mr. Shibley: Well, I 4a, 

Mr, R. G. Hodgson: Mr. McCallum, back x here you say 
20 million Swiss and 15 million Canadian, and you are saying t= 

Mr, McCallum: That makes 35. That's right. That's 
what I said in the 4g beginning. I started at 35. At one point I 
think we got up to -- £ when we got more accurate figures) {we moved 
into the 45 million. We never left it. 50 million, I never heard of. 

Mr. Shibley: All right. Well, we will go on with 
the document, if we may. 

Mr. McCallum: Well, then I say “He could make money by 
charging Hydro $34 a square foot and building it for less, say, 
$30. If building construction costs are low now, Candy must take 
responsibility for saying how much he makes plus money on maintenance’ 

Mr. Shibley: Does that mean he can also make money on 
maintenance? 

Mr. McCallum: That is what it means, 

Mr. Shibley: Yes, OK, go ahead, 


H-2065-2 Sept. 4/73 
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i] 
Mr. MeCallum: He ought to make enough on construction to 





ay pay him a building fee. How much & should that be? That must 
include something for cost and risk of his doing interim financing, 

for example until the first draws come, and in between when later 

g draws.’ At that point I thought that -- it never occurred to me that 
he was going to only get a completion loan. I thought he was going to 
get a construction loan. 

: Mr. Shibley: Yes, all right, carry on. 

Mr. McCallum: "We will make money on ground floor,on 
eoncour¥é commercial space which he rents at $6 provided he gets more 
than that for it. That may be a risk though that he must take and for 
which he is entitled to a return?” 

Mr. Shibley: Right. 

Mr, McCallum: On page 8, it says: "Moog doesn't own the 
building in the end. Others would take less in the interval because 
they then own the building." 

Mr, Shibley: Right. 

Mr. MeCallum: And then I have some hieroglyphics down. 


$4.92, $35 million, 50 cents equals a half a million dollars a year.» 


| 
Then I say am but that can be reduced by costs over $34.00 a square foot 
and his money costing him over eight per cent.” 

Mr. Shibiley: Now, just stopping there 3 I gather that 
you were then making a rough ke@ estimate of his profit as being 50 cents 
a year. I am tarkin gts profit on the rental rate equal 4=, 

Mr. MeCallum: Yes. 


million because you 





Mr, Shibley: 45 to half a maii2ke 
are talking about a million rentable feet. 

Mr. McCallum: I don't know what I was doing but certainly 
what I think that 50 cents represents -- where I got it, I haven't the 
vaguest notion at the moment £=-~ 


Mr, Shibley: Ali right. 





| Mr, MeCallum: ,,But what I was doing was really trying 

to find out what 50 cents meant and, as you can see, if I was using 

&@ million feet, I was talking about half a million dollars a year. 
Mr, Shibley: All right. Can we go to the next 


STOO RR EEO LT 


document please, page 9? ‘This is a document dated July 14. Would 
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(Mr. Shibley)— 


you RIE interpret it for us, please. 

Mr. MeCalium: It starts off say ite aan aoe 10 until 
11.30 I was reading in the library as to forms of leases and notes. 
From 11.30 to 1.45, met here John Dean and Ken Candy; discussed John's 
new material. RReek Possible half a million dollars a year; 30 years> 
no risks 50 cents a foot difference between rent received from Hydro 
and cost of amortizing the loan at eight per cent and cost of building 
at $34.00 a square foot;or at seven per cent it would equal 79 cents 
which, in turn, would be three quarters of a million dollars a year. 
Question, how to justify three quax#&k quarters of a million dollars a 
year or half a million dollars a year for 30 years when there is no 


real risk. Ansin Answer, if the building costs more than $34.00 a 





square foot or/and the interest rate is-ijims igi greater 
than eight per cent. Try again on Monday .» 
Mr, Shibley: Now, just before you leave that, Mr. 


McCallum, were you specifically instructed to apply your mind to the 
amount of profit that Mr. Moog was making and the need to justify 
whatever the terms of this arrangement were? 

Mr. MeCalium: When you say specifically instructed, 
Henry Sissons wanted me to have a look, as he said, at what they now 

Se %na I was looking at what they then had 4=, 

Mr. Shibley: Yes. 

Mr. MeCallum: 4Doing exactly thats trying to measure, 
as I said, what would be in it for Moog against what Hydro had got or 


had obtained and to that extent I was trying to assist him in this --, 


(H-2066 to follow) 
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Mr. Shibley: What I am wondering about, Mr. McCallum, is 
the wording, is how to justify $3/4 million per year or half a 
millibn per year, that is profit, for 30 years, with no real risk 
in lieu of language such as, or adopting a mental posture, a ¢ 
negotiating posture, once you have recognized these factors that 
you have been outlining. I find the wording;».¥ 

Mr. McCallum: Wellit may seem strange. All I was saying was 
in effect, how on earth could Hydro justify giving this kind of 

money. That is all there was to it. I was wondering outloud, if 

this were 50» ou could they justify doing a thing like that. 


Mr. Shibley: You know, of course, that there are a number 





of memoranda which are rationale for what Hydro did. There were 
many efforts made to justify the transaction with Canada Square. 
I am wondering whether you had any such similar instruction at this 
time? 

can 


i 
Mr. McCallum: No absolutely assure YOU pod 
TILE LET AIS EPE IESE OEE 
Mr. Shibley: This was just your own thinking ,—4How do you 





justify paying that kind of anak 


Mr. McCallum: No sir. Never at any time was there ever 





any suggestion that that was my role. 
Mr. Shibley: Ail right. Okay. 


Mr. McCallum: And surely you have read these things. You 





will see that isn't the role I took either. 


Mr. Bulibrook: That there not be any misunderstanding there, 





I didn't take Mr. Shibley's question to be that part of your 
retainer was one of justifying the profit. 
Mr. McCallum: Oh no, neither did as 


AEE DE TN LADEN EEE IY 


Mr. Bullbrook: All right. That was the response. There 





are tWOres this is a year ago, and I recognize your recollection 
would be as hazy, if not hazier than mine pcg 


Mr, McCallum: Worse. 





Mr. Bullbrook: All right. There are two things that would 


ae a SAMI EEA IIE 


lead to this memorandum. That is, your own inherent thought that 


a question arises as how do you justify $3/4 million over 30 ar 
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(Mr. Bullbrook) 

Or, in the alternative, either Mr. Dean or Mr. Candy wands tad 
is going to be a question here of justifying this type of profit.” 
I take it from your evidence that mm neither one of those men did 
say that to goat 

Mr. McCallum: That is right. You can take it as said. 

Mr. Shibley: Can we go to page 10 then of the brief. This 
is again July 17. We are still in advance of the commission meeting 
at which this is going to be all considered. "One and a half hours 
in the car in a.m.", Can you explain that? 

Mr. McCallum: I sure can. | 

Mr. Shibley: I cautiongg you now. I aiso note that | 
this document looks to be on a steno pad! | 

Mr. McCallum: You are absolutely right. The pad, and you 
will see several reports here. You will see one later on that I 


took to the commission. I was coming in from the lake. My wife 





was doing the driving. She is not a steno. I had my own file 
with me, and I was doing things that I should have done on the veel 
If you will notice the time of year, it was July 17, and I tell you | 
I am very busy sailing at that time of year. | 

| 


Mr. Shibley: Okay. 
IIE STEIN ts ne SE 


Mr. MeCailum: And I was coming in from the lake last year. | 





Mr. Shibley: All right. WE11 you carry on then. This is 


PES IE eI TT 


your handwriting? 


Mr. McCallum: Yes, it is my handwriting. I can't read this 


ORS LET LIS BE TTT ae RE 


one. Wait until I find mine, will you please. 





Mr. Shibley: I'11 help pou with 4t. | 
Mr. McCallum: It isn't that I can't read it. I am sorry, si 
It is just that this booklet you have given us... Just a second and | 
I:ll get my own and I'jil be fine. 
"Problem: Moog's profit. 


1. What mark up does 4am Cadillac make its cost to construct 





assuming it was constructing a building for Hydro, i.e. there would 





be a mark-up made by a general contractor - what would it bey™ 


Beihai the general contractor would take very little risk and 
#0 
maybe sini Unaiance return that shaild go to Moog. 








5540 = 3555 pm 
CA 


H-2066-3 
(Mr. McCallum) 
General contractor has to give you an upset price too, therefore 
same risk — Ask Ruby about Reichmann deal with Star.# Ask Herb." 

Mr. Shibley: Now just stopping there. What you have got 
in mind, I gather, is even when you put a job out to tender you 
ean stipulate for an upset price? 

Mr. MeCallum: Right. 

Mr. Shibley: So that the fact that a builder is at risk 
as to the cost exceeding $34 a square foot is not something unique. 
You ean put him on risk as with an upset eae: 

Mr. McCallum: That's right. 

Mr. Shibley: All right, carry on. 

"Mr, MeCallum: "In addition though, Moog must do all his 
own financing to an upset price expressed in rent over 30 years. 
In our calculations he can win by getting his money for less than 


8 per cent or lose by getting his money at more than 8 per cent... 


H-2067-1 follows Wes 


H 2067 - 1 Sept. 4/73 
$:15 =~ 5:20 pm 
C.B. 
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Would it be accurate for us to start with a cost to construct of 
1/2, 30 plus 40, or $35 d@akkax a square foot, add wukadkx builders 
fee of 10 percent , add risk of 10 per centLand I end up with 
sua[{ana pay rent based on that figure af over 30 years at 8 

per cent 7 

re builders fee was 6 per cent, it would be $2.10. Is 
there a place we can get a good estimate of amount added by 
a general contractor, because he gives upset price, takes risk 
of strikes, prices going up ete, ask Cal Voore. All Moog does 
is add his risks of financing, ete. 

% Rockbottom cost to Hydro must be contractors price and 
then in return for X per cent, Hydro get borrowing done by somebody 
else otherthan Hydro. 

“ys argue Hydro could get this wwkk built by general 
contractor if his price would include fixed end price and all risk 
of strikes and price increases during construction; $40 as per 
the Real Estate Board is not inclusive of financing cost, therefore 
Hydro could starthere and add interim financing costs which were 
omitted when allowing extra for Moog's additional risks. 

| ® 0 if we select $35 as being between $30 and $40, we 
must add for Moog." 
That's the end of that one. 
Mr. Shibley: Now then we are on page 14, 
Mr. McCallum: Okay, nowa.. 
Mr. Shibley: This is your memorandum as for a meeting 
I believe you had on that day, did you not? Is that correct? 


Mr.McCallum: Yes, that's right, sir. 





5:15-5:20 pm 
Py 


Mr. Shibley: Yes. 
Mr. MeCallum: July 17, you are referring to. 
Mr. Shibley: All right. Will you carry on with that 
document, please? 
Mr. MeCallum: It starts off by my reading the file 
and refreshing my memory. ‘Attending at Ken Candy's office 
with John Dean and Frank" If always forget his name, so I 
put a question mark. 
Mr.Shibley: Mink. 
Mr. McCallum: "fand Ken Candy} from 11:05 when I left 
home until 3:30, when I got to my office. 
ofr have the following analysis: 
"ve Moog is paid a maximum of $4.92 a foot for rent 
for 30 years, and if he borrows his money at 8 per cent, and 
if you deduct &$1.45 for his cost of operating and maintenance 
over those years¢ then he is going to receive #3.47 net per year for 
30 years, which at 8 per cent is equal to a cost to construct of 
$40 per squ. foot for 1,200,000 square feet.” 
Mr. Shibley: Now just stop there, so you were working in 
reverses you netted out to $3.47 and said that that wamdx would 
| fund - I'm sorry,» 
Mr. McCallum: Well, what Y was doing; 


Mr. Shibley: YOu said it wuld net out to $40 per square 
Ddket anced 














foot. So he had enough money going on that basis $< even 
“ae the building cost him $40,to fund it, Is that correct? 

| Mr, McCallum: That's what I was doing. 

Mr. Shibley: Okay, Pine. 

| Mr. NeCat ium: S$ you ean appreciate that-inaybe this 

| was a good place to remind all the members of the committee, Mr. 


Sie Shibley. You will appreciate that these figures, no matter 











} Weare where we get to tonight, are only again indicative. You 
will immediately appreciate, for instance, I wasn't taking into 


‘a 
account, because we hadn't then negotiate Ke difference between 
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$4.84 and $f 26am 

Mr. Shibley: I understand that. 

Me .MeCallum: Stamscee Ae this time in my thinking jwasn't 
taking into account a very material difference between the gross 
rentablearea and the gross area and the net area and so on. 

Mr. Shibley: I realize. These are your preliminary thoughts. 

Mr. Sietiek McCallum: Those things were in no way playing 
any part in my thinking at that mam point. 

Mr. Allan: Which were you using? 

Mr. McCallum: At that time Iwas just using gross and 
then it was only a guess as to gross. | 

Mr. Shibley: Would you carry o “4 

Mr, MceCA&llum: I started off with a million and I was 
using a mitiion \wredt would be a mistake if anybody 
were to accept this or in any sense impute to me that that 
was a judgement in any sense fina depen. I was trying to develop 
my own thought process and using examples that bore some resemblence . 
obviously, to the facts or I'd be kidding myself. 

Mr. Shibley: And you were communicating your thoughts of 
that day to Candy, Deang and Mink, is that correct? 

Mr. McCallum: That's right. 

Mr. Shibley: Ali right, carry on. 

Mr. McCallum: rebliehe sort of thing we were talking about « We 


Wwithewt = 
trying to, an used to drive John Dean crazy 


because he has a much more particular mind than I have and my thought 





processes were mt easy for him to relate to, because I would never 


didnt 
use the correct figure, and that a him. 


Mr, Shibley: Ags “ig tt 
epee 2) | aga Aa) 
(would yc 


ould you carry on with your document. 
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(Mr. Shibley) 





you are in mid~page. 


Mr McCallum: "Moog says his cost to construct is $34 per 


square foot, which I believe includes everything he has to pay 


| for architects Lf other professional fees. If he wants to 


34 with interest at 8 per cent over 30 years then 


repay that $ 
%9S 


“be would have to pay out ss $3 a foot... 


Mr. Shibley: $3.02. 
$3 02a. 'm pee a Wes foot per year as rent. 


& In other words he would be receiving from Hydro $3.47 a foot, 


Pe Seale be using $3.02 a foot to retire his cost of 


construction, assuming he borrowed his money at 8 per cent, which 


would mean that he would be netting 45 cents a qerenri 


“uss net of 45 centsa foot is made up of two types of 
‘profit: 
bé Ae ee 
(1) his fee as a hepeckeemex builder, and 


&(0) his remuneration for taking the risk that he can 


construction moneys at 8 per cent. 


Mr .McCallum: 
|. 

| 

I borrow his 
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(Mr. McCallum) 


dn addition to making NE ict return of 45 cents a square 
foot for the next 30 years on theée rent, he would of course 
almo make more(possibly,)s£ (a) his cost of construction is 
less than $34 a square foot and (b) his cost of borrowing 
pa is less than eight per cent per annum, Hydro can prevent 
ahs [noogg] makeing more. iby. reducing this ocost sof construction, 
by making him agree that if his cost of construction, which 
does not include therein any profit:to him, is less than $34 
a square foot, the rent must be reduced proportionately from 
the rate of $4.92 a square foot.” There you see the genesis 
of the sae of the Seam formula you are going to come to later 
on. | 

Mr. Shibleys) R¥ent : | 

Mr. McCallum: in other words, cal eT put up 
a building to the specifications required by Hydro for less 
than $34 a square ‘footy (wnten is what he says it will cost 
him) then he must proportionately reduce the rent to Hydro. 


In this way, any possible increase in profittrising out of 





construction cost is prevented. At the same time,of course, 
ar nis*cost: of construction exceeds $34 a foot, the risk is 
Se solely his, sinéerrents cannot go above $4.92 including 
maintenance) or S347 if. the operating costs and maintenance 
are eee ate Megag says este $1.45 a square foot. It 
was Suggested that if he can get his money for less than 
eight per cent then he ought to be entitled to any additional 
profit that would arise as a result. In analysing his nete 

né theturn of 45 cents a foot on rent, we estimated that the 
general contractor hired to construct this building for Hydro, 
would probably add from six per cent to eight per cent of the 
cost of construction as his fee for building. If we take seven 
per cent, then the fee would be seven per cent of $40 million 


A 
or 2.8 million, which is equal to 20 cents a foot on rent.” 
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5.20-5.25 pm 
VaR 
(Mr. MeCalium) 
Stopping for a minute, you will see ayo, Ms Allan, 
I was moving from 35 and I now have got it up to where I am 
talking about 40 in these examples ,, and neither one \sae very 
accurate. 
‘TP his net-net return is as above, 45 cents a foot, 
and if we pay him a normal rate for constructing the building 
of 20 cents a foot, then he would be making the difference of 
25 cents a foot or $300,000 a year over 30 years for taking 
what we have called the financial risks, which does not include 
the risk of foreign exchange. The present value of $300,000 
a yearfat eight per cent for 30 years is 3.3 million. If his 
money cost him not eight per cent but seven per cent, then the 
return attributable to his financial risks wouldyfot i@s 25 cents 
a foot, but 38 cents a foot, or $456,000 a year, the present value 
of which would be more than $5.1 million. It seems to me that 
if Hydro make Moog promise to reflect a reduced cost of con- 
struction less than $34 a foot in a g@ reduced rent, then they 
have protected themselves on that heading. It seems to me 
that Hydro must be prepared to pay any man a reasonable fee 
for constructing the building, and Mr. Candy suggests that 
seven per cent of the cost of construction is reasonable under 
inte theyé circumstances. Finally, a judgement must be made 
as to whethe?yfeturn ef 25 cents a foot, assuming his money 
costs him eight per cent, is reasonable having regard to the 
risks he must take. I have suggested that Moog be prepared to 
assume the risk of foreign exchange in return for this kind 
of reward and not attempt to pass the foreign exchange risk 
over to Hydro, The financial risks, to distinguish them from 
construction risks such as the risk that his cost will exceed 
$34 a square foot because of inability to get contracts at the 
right prices, strikes, etc., might be said to be these: one, 
possibility that his capital will cost him more than eight 
per cent; two, inability to increase the rent for 30 years 


even though the value of the dollar may continually grow smaller ” 


H~2068-3 Sep. 4/73 
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(Mr. MeCallum) 
& If I can just stop for a moment there, Mr. Shibley, 


I don't know what you want to do about this, but the one that 
we talked about, and I see that it isn't here, we talked about 
it probably more than any other risk, was the one that I never 
believed that he would be able to get his money for thirty 
years firm and not have to roll it over at the end of ten 
years or something. 32m Ana you will find that probably 
later on, but it is one we discussed and I see it is not in 
here. 

‘Even if you assume that he retires his loan at a 
fixed rate of interest over 30 years, that is $3.02 a foot, 
still the worth of his return continually reduces in terms 
of witmkkamek what it will Smmexs purchase. It seems hard to 
avoid the conclusion as expressed above that unless we can 
be satisfied that he is to pay more than eight per cent for 
his money, he is getting too great a return for taking the 
risk that appears to be involved. Even if Moog will not 
assume the foreign exchange risk, there appears to be need 
for Senecotistien with respect mk to his pure profit of 
25 cents a foot.” 


Mr. Shibley: Just stopping there, Mr. McCallum, 





did you express that view to the people who were in attendance 
at that meeting? 

Mr. McCallum: Yes, 

Mr, Shibley: Namely, that for the risk involved, he 
appeared to be getting too great a return and that there 
should be renegotiation with respect to his profit? Did you 
express that view to them? dos bethel aeur Voki 


Mr, MeCallum: Yes. There is no ques ti0177 gaas: 


ON RAAT TPE PT IETS 


Mr. Shibley: And what was the reaction you got? 





Mr, McCallum: I think it was one of agreement. I don't 





think ... 


Mr, Shibley: Do you know of any 
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the amount of the rental rate? 


Mr. McCallum: Well, not any to change it from $4.92 
and then it came to $4.84, except insofar as those matters that 
you have become familiar with. 

Mr. Shibiey: That's my point. 


Mr. McCallum: There was no general effort to take 





that basic price and wipe it out and get a lower one, by iteelf, 
Cn $0 far 
except as it eame about as a result of putting this 
o}. 
thing i Saw’ bontract ‘ 
Mr. Siac Well, forgetting the set-off, because 
3 Z any fast taking the $4.92 that formed 


part of the original submission. 





Mr. McCallum: Yes. 





Mr . Shibley: Notwithstanding the advice you were 
giving to representatives of Hydro on July 17, that basic 
figure was never negotiated downwards, or there was never any 
effort to negotiate it. 

Mr. McCallum: Not to my knowledge, no, not that $4.92. 

Mr, Shibley: And this notwithstanding the advige you 
were giving to them on July 17th. 

Mr. MCCallum: That's true. Mind you, my g figures 


became more accurate as time progressed. / mg eee chaped. 


Mr, Shibley: Well, just on that question, you also 








m, builder's mark-up 





made more precise, what would be normal as & Jgaifetgiee 
dem Gor profit, did you not? 

Mr. MeCallum: YEs . 

Mr, Shibley; And instead of seven percent, did you not 
ascertain that on this type of transaction, as little as three per 
cent might be appropriate? 


Mr. MeCallum: Yes, that was my judgement. 


H-2069-2 Sept .4/73 
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Mr. Shibley: Well, that's information you obtained, 
wasn't it, from one of the people that were in the business? 

Mr. MeGailum: Yes, that's the information T relied 
upon, and as I say, it became my judgement. 

Mr. Shibley: Exactly. But in terms of correcting 
figures, Gm in respect of the construction profit allowance 
seven per cent that Mr. Candy thought was reasonable under the 
circumstances, that did not accord with your subsequent information 


from people in the business. 


Mr. McCallum: Correct. 





Mr. Shibley: Who had advised you that a proper return 
Meek might be three per cent. 

Mr. McCallum: Correct. 

Mr. Shibdley: All right, would you carry on, please? 

Mr. MeCallum:“For example, I know of one guaranteed 
upset price of $10 million where the general's ree, (pure return 
to the generai)was three per cent. Tf am advised that the usual 
fee on GUP ys would range from two and a half to three and a quarter 
per cent. Ona buiding of $4o milion Ywoula probably be two and 
a haif per cent “asd using these figures I am assuming that in the 
figute of $34 46—ex per sqaare foot, all of Moog's overhead was 
taken care of. Two and a half per cent of $40 million 


} 
or seven and a half cents on the rent. If you calculate that the 


is $1 million, 


return to Moog is 45 cents, and you pay him what others get by way of 








Pereads Cr, 
a building fee, that is two and a ha TY gallate seven and a half 
oO. 
cen h rent, the balance of 45 less seven and a half, or 37-1/2 


Sehr rae attributable to his financial risk. ON this analysis, he 
is getting a prohibitive return for his financial risk.?7 

Mr. Shibley: Again, Mr. MeCallum, did you express yourself 
in those terms to these representatives of Hydro, as early as July 17, 
1971? 

Mr, McCallum: Yes, this is as fair a summary as I could 
make subsequently, I Just sat down and put it on my Bictaphoneyor 


what we had discussed, It's a little more orderly, as you can imagine, 


Ika 
a 
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(Mr. McCallum) 


than a discussion ensues when it involves four or five people, 


put this is the essence of the discussions that we had. 


Mr. Shibley: What was their reaction to your telling them 
that, on your analysis, Moog was getting a prohibitive return for 
his financial risk? 

Mr. MeCallum: There was no quarrel with me. There was 


no wuaerad be the contrary, I think at that particular stage in 


- 
the proceedings we were 1earnigé7 I guess, together, and A 

















| 
| 
































certainly have the memory that there was more or less an agreement 
at that stare » ¢hat that would be too much, if that were the 


situation. 


Mr, Shibley: And yet you have no knowledge of any 


ead 


effort to reduce that samme return? 


Se ee a AIRTEL LTTE LIE 


Mr. MeCallum: No, I dort have any specific knowiease of tas 
Mr, Shibley: All right. Carry on, please. 





Mr. MeCalium : Gomet ime s sadhana a guaranteed upset price is 


——————— nel 


coupled with a sharing of savings on cost. Obviously, if the general 


Cac. 


—" have a share in the benefit of any saving on pe: he can 


_ take a smaller fees put even if you allow @ our sen itse of more than 


three per cent, stiii he is getting an extraordinary large 


A ure 
return with respect to his/financial risk. It might be useful to 


remember that a general rule of thumb for site overhead ak tno to 
three per cent of the eost of construction. IN other words, the 
generals té day are making agreements where they get, say, three 
per cent for overheam and three per cent for profit, , @tereas, not 
sqnany years ago they were getting anywhere from six per cent to 
ameiageee Cl ent per cent as pure profit effee for puiiding.?7 
Mr. Shibley: Now, just stopping there again and relying on 


nil 


your expertise, because we\$ae-hoing to get into this aa with 

ether witnesses, is it a fact that three per cent for overhead and 

three per cent for profit 

* p is a good rule of thumb for a building of 
% dimension, in terms of dollars. 


Mr. McCallum: Yes, I think it is. 
al 
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Mr. Shibley: Yes, and any suggestion that it should be 





as high as 10 per cent for overhead and 10 per cent for profit would be, 
using your words, prohibitively high. 

Mr. MeCallum: If you were to measure it up against my 
judgement, I guess I would agree with that. 

Mr. Shibley: @® All right, thank you. Going on to the 
next document which is page 19 -- 

Mr. Bullbrook: Well, I just want to inquire if I may, 
about the genesis of appraised value that's reflected back here. 
The genesis @ is still in this document related to cost. May I assume | 
therefore that -- and without getting into what happened afterwards that 
normally your intention would have been to reflect the question of Moog's 


cost of construction rather than the appraised value at that time? 


Mr. MeCallum: Normally, I don't know what I would have 





done. I am not so sure that I would have agreed with you on that. 
I will tell you why I did that. I read the documents that they had 


given to me and I understood that the documents indicated that we were 





looking for a building of a quality which could be -- would cost, as 
they said, $34 gp &@ square foot. Now I took it quite literally .qs 
When I looked at it and saw that it was going to cost $34 @@ a square 
foot, I was busy saying to myself OR if we are going to get a 
building costing $34 a square foot for $4.92, then if it doesn't cost 
$34, a square foot, I had better see to it that we get a reduction in 
the rent and that's where g I started. 

Mr. Shibley: I think that that will become clearer from | 


Sal 


later memoranda, 





Mr. Bullbrook: Well, it might well become clearer but 
bear with me. I would like to get on the record the fact that this 
genesis -~ because it is the witness's comment that this is the genesis 
~- but it is not the genesis of appraised value concept, it's the 
genesis of reflecting a proof of cost, right? Right, Mr. Shibley? 


Mr. Shibley: Well, I -- you had better ask -- 





Mr. Genest: You are under oathg. 





Mr. McCallum: Yes, that is right. 


I eae, 
Mr. Shibley: Thank you, If we could get on -- the 
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6, Shibley) 
nly reason I am sort of cutting you down a little bit, Mr. Bulibrook, 


cutting you off, I am sorry, because I think there's better evidence 








eferable to this within this e-~ Pe er 
4 Met Nga 2g an fe oye pr ig re 
« Mr. Bulilbrook: Gh dTteel, 98 it is for you, 
o get that on the record. 

Mr. Shibley: Mr. MeCallum, can we now @ go to page 19? 


Mr. MeCalium: Well, we can, but not until I reiterate. 





* want everyone to again realize, I have been reading away from that 


orandum of mine. Don't again take me as saying that those figures 


re accurate. 


Mr. Shibley: Yes, I understand. 
] ee ES 
| Mr. MeCallum: Well, I know you do but you also ask 


vestions that say -- now, did anybody do anything to get those figures 
s it were, brought into line, or to reduce those figures, one tours 
pprechte this was happening pretty quickly. We have only got /to ~ 
the 17th of July. I have been on the thing 10 days or something and 
we really haven't got anywhere yet in our thinking, as you can see Samar 


after we get through the rest of it. I know of no a@@mee effort to p= 

















Mr, Shibley: Well, Mr. McCallum, those figures and those 


| 


opinions as expressed by you to this group of men surely were sufficient 





: excite some anxiety on their part, or should have been sage 
ufficient pum 

| Mr. McCallum: I think it did. 

| a :. 

Mr, Shibley: ‘~s=—-some anxiety on their part, isn't that 





Mr. McCallum: Absolutely. 
ALESSI AIELLO EER DLE 
Mr. Shibley: That was the whole purpose of your making 





the observations. 


Mr. MeCallum: Absolutely and I do believe that they were 
ee 
‘as concerned as I was to learn more, and {f the sense of what I was 


saying was accurate, to do something about it. 



































Mr, Shibley: All right. Well, we'll see. 





‘Now, then, let's go on, 





Mr, MeCallum: OK, where do we go though? 

se ROE PIE SAAR AO EC SSE ATEN 

Mr. Shibley: On page 19 of the brief. I think i1f 1+ 
ee ATA HEME RET SORE LES OTD 
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(Mr. Shibiey) 
ane am not mistaken, those are notes which you either took at or took to 


the meeting. 





Mr. McCallum: Yes, but they seem to be all out of order, 





some way or another. I don't know -- did I have that thing numbered 
one, for instance, to start with? May I just look at the original for 


a moment, please? 


‘ 


Mr. Shibley: May I tell you what you have done here. 





Mr. MeCallum: What have I done? 





Mr. Shibley: YOu have taken two sheets of # paper to 





a meeting with notes on it and then used whatever space remained on 
those two sheets to make further notes of a discussion that took place 
at that meeting. I am speculating, because what I see is you took page 
one and two and then you fitpoeanee- ite wrote the notes on the back of 
it as page three and then you went to the back of page one to complete 
your notes as page four. Now, does that refresh your memory? 

Mr. McCallum: No, but I certainly look like I was short 
of paper, don't I? 

Mr. Shibley: Yes. 

Mr, McCallum: And -- 

Mr. Bullbrook: Comparatively smail deal. 


OQ wea 
Mr, MeCalium;: Yes, well, Rikeeetm=pocket is a vest 


{EES SONS SORE TERD: 
pocket. 


Mr. Shibley: Let's take them one page at a time, 
TE aise? 


Mr. MeCallum. 
Mr. MeCallum: All right. 





Mr, Shibley: The page that’s marked one, $4.92 at 
when you deduct 
eight per cent over 30 years, aintenance —- that's 


—s 





more or less the same content as the written memorandum that you 


just reviewedy is it not? 


(H-2071 to follow) 
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Mr. McCallum: Yes it ia. And I don't think it needs to be 
read when it means the same. 

Mr. ShibleY: Then two profits; 1) on construction; 2) on 
maintenance and... Actually, it 4s three profits; 1) on construction} 
2) on maintenance; 3) on financing. 

Will you explain that, please? 

Mr. McCallum: Yes, I was not attempting to allocate profits 
into one corner. I was looking for sources of his making money. 

Mr. Shibley: Right. 

Mr. McCallum: And trying to get a picture of the totality. 

Mr. Shibley: Right. 

Mr. McCallum: And what I was saying to myself was "Well, on 
construction he could make money if he borrowed more than it cost 
him to put it up@ That is money in his pocket." On maintenance 
I was saying to myself, "He is busy saying that we are going to 
have so much a foot which would account for maintenance and janitor 
service and so on; and if he gets it for less there is money in 
there for him". And thirdly, I was saying to myself,"Iif he gets 
his money for less than he says he is going to get it he can make 
money there". I had all sorts of ideas , @nd most of you are 
acquainted with then, of how he could make money on financings and 
just generally he could make money on financing, Fhat is as far as 
I got in my thinking at that tae 

Mr. Shibley: All right. Would you carry on with page 2? 

Ge Just before you leave the maintenance . did you have regard for 
the fact he might make money on maintenance against the background 

of Y and R proposing $1.24 as their maintenance cost with a base year 
of 1974? 

Mr. MeCallum: No, I didn't. I just didn't. I don't know 
if I had it, sir, number one, 


Mr. Shibley: It was in the April 10 memorandum. 
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Mr. MeCallum:Oh, well, then it was available to me. I didn't 
do it in light of that. 

Mr. Shibley: You volunteered certain comments about Y and R 
as managers, and I would just point that out to you. Might that 
have bben a cause for your concern? 


Mr. MeCallum: No,it wasn't. 





Mr. Shibley: All right. 





Mr. McCallum: I wasn't looking at them. I wasa, 





Mr. Shibley: Just generallyw, 
Mr. MeCallum: I was discussing these matters with Mr. Candy, 


and when we were talking about costs of maintenance and so on, I was 





taking his word for it, I wasn't looking at what other people had 

















said. 
Mr. Shibley: All right. May we go on to page 2 please? 
Mr. MeCallum: I am not gtoo sure which is page 2. 
Mr, Shibley: It is page 20 of the brief. 
Mr. McCallum: "If his cost"? 
Mr. Shibley: Yes, "Tf his cost" That is page 20 of the 
brief. 


Mr. McCallum: "If hits cost is $34 a square foot , Woes this 


include architect and other professional fees)?" Then I have written | 


8 per cent’ "Therefore repay $34 at 8 per cent over 30 years is 
$3.02 for rent¥. 
"He gets $3.47, 
“He repays $3.02. 
\ 4 so he nets .45 cents for two profits, plus the architects" 
Ns I am saying that comes to about $% million a year. 
"Oufe of 45¢ he must pay himself for his financing andhis 
building, his architects and his lawyers," | 
Then I am guessing: 
"Architect fee pore 
Therefore the net net pro on Sd vr. 
red 


Mr. Shibley: Then you ha FOt to go to the a of that 






$1.70 & 
Se 


page now for page 3. 
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Mr. McCallum: "Rent (including maintenance) $4.92. If 


the building cost Moog less than $34 (exclusive oMfpeorit to you) Ke 
b 


Ae llores 
Went is reduced. & ——per thousand. If the building costs more + 


it is his baby. 
~~ 
"Then he gets net net regturn of 4S5¢ rent plus anything he 
can mage’ on his cost of money being below 8 per cent." 


So at that point as you can see I am busy trying to get 
some words attached to the three sources of profit. 
I say: 


"10% of $40 million is $4 million,is the profit to build, 


is 30 cents on the rent. ~ 
Use 6 - 8 per cent" 


And there I am trying on for size some other figures to see how 


much that adds up for rent. 


Those figures, incidentally, are wxed usually being given 


to me by John Dean. 


Mr. Shibley: Yes. 


Mr. McCallum: He did the calculations. Yorven Gr, pike. gp 


Mr. Shibley: He was at the meeting with youl 


__4 ry 


Mr. McCallum: Set ietterti 


nel 


Mr. Shibley: Now going to page 4 which is the back of page 











29. 


Mr. McCallum: "If your money costs you 8 per cent - you 
Minds I ok's 
make dy 0 eents a foot or $300,000 a year on $1,200,000, the 
present value of which is $3.3 million. 
nye your money costs 7 per cent" and so on, "you make $5.1 


million”. 
Mr. Shibley: Now when you talk about present value, Mr. 


McCallum, that is the price at which Canada Square could literally 
sell the contract if it had a buyer tomorrow. Is that correct? 


Mr. McCallum: Well i wouldn't want to get into that with 





you. 


Mr. Shibley: All right. 





Mr. McCallum: It isn't realy any more than an arithmetical 


calculation of the present value of an income stream at nat 


H-2072-1 follow 
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3S Sty _2Ore—_tAan—_3n—arithmetisa CS wmLation or the Drese 
vatue of _an—ineome—streamat-—that rate of interest, whether he 
could sell it or not, might get us into all sorts of fields. 
I was simply saying to myself, what's it’s present value? 
What do you want us to do with it exes. 

Mr. Shibley: We will leave that for other people. 
Then you have got some more, page 22, when you called Val 
&@ Voore. Was he « your source as to certain information? 

Mr. MeCallum: He was one of them. He happens to 
be the -- those are the Scratchings that I made at the time 
I was talking to him over the telephone. 

Mr. Shibley: Who's he with? 

Mr. MeCallum: Bregman and Hamann. 

Mr. Shibley: Yes, 

Mr. MeCallum: He was a man I had worked with on 
some big projects and a man whose judgement I respected, 


Mr. Shibley: He is an architect? They are very 





large in the architectural field. 
Mr. McCallum: He's one of the most senior men in 
(Se rae ee 

that very large firm, 


Mr. Shibley: Yes, 





Mr. HcCallum: A man in whom I have confidence and AE 
Sere 
discussed matters. 


Mr. Shibley: You were discussing builders fees here? 





Overhead, profit, ete. 


Mr, MeCallum: Yes. 
nse Se a 


Mr, Shibley: And what figure, 4 
“whee moumeromes coe OEE ee 
Mr. McCallum: Well he was giving those ones thatyou 





as you get? 





have seen, He was explaining the circumstances that he knew of 

and he was saying roughly two and half, three and half, I guess 
somewhere in that neighbourhood, I don't remember the exact figures, 
§ome of them you can see were jotted down. 


Mr. Shibley: Yes. Ali right. So that is where you got 





your three per cent figures art of the earlier memorandum! 
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Mr. MeCallum: Yes. And those figures I got from him 





are no better than the questions I put to him, as you can ap- 
preciate, which I now don't really remember. But I WAS trying 
to get some support for my suspicions and I guess you can see 
I was getting some. I was wondering about some of the other 
figures that had been used in my presence. 

Mr. Shibley: All right. Can we go on to page 23. 


Mr, MeCallum: Yes. Well I am there. Do you want me 





to read it? Is that going tohelp? 
Mr. Shibley: If we can go through it together. 
Mr. McCallum: Well, all right. There is a little 





docket at the top ... 
Mr. Shibley: This is a conversation you had with 





John Dean and Ken Candy at length on a couple of occasions, of 
a note of that. 
Mr. McCallum: That'sright. 





Mr. Shibley: Andy ou go on and say "In reviewing 





the financial anspamemeix analysis entitled ‘Basis for Accepting 
Bulding Costs" ... 
Mr, MeCalium: Where is that? 





Mr. Shibley: That's an exhibit I might tell you. 





Mr, MeCaillum: Becansenitieeen 1 is a document. It 





is something that at sometime may produces. gus 
A 


Mr, Shibley: I'11 get it for you in a minute. 





Mr, MeCallum: Oh, I've found one. 





Mr. Shibley: I looked at it this morning myself, 





Mr, McCallum: I don't know what number it is. I 





just have it here in the middle of all these documents. 
Mr, Shibley: I believe its exhibit #2, which is a 


memorandum dated July 6 from Mr. Dean and Nr. Nastich and in 
which there are appendines, as I remember he hah et he breaks 
out the profit margins, ete., and makes the allowances to 
which you are referring, The thrust of this memorandum 
appears to be that in examining John Dean's memo, you -— am 


I wrong in that? 
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Genest: 
Mr, Go «83 just can't find it in that exhibit. 
ese, 


A document entitled the same way as Mr. McCallum‘s original 
copy. It wouldn't be a memorandum dated October 1, 1971? 

Mr, Shibley: Oh no, this is much earlier. This 
memorandum itself is dated July 18. 

Mr. Genest: If you will look at Mr. McCallum's copy 
of it, it doesn't appear in that form in Mr. Dean's memo of 
July 6. 

Mr. Shibley: You are right. Then I don't know what 
document he is talking about. Have we got it? 


Mr. McCallum: Sure. 





] 
Mr. Shibley: Oh, it is not an exhibit, Its another 
RSE RSTRNT 
document. Would you carry on please. We will put it in 


tomorrow. 


3 
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V.H. 
Mr. Shibley: \ Woulld you carry on please. 


Mr, MeCallum: 


Mr, McCallum: WE11, I had written the following, 





sir? 
Mr. Shibley: If you will, Mr. McCallum. 








Gwe perhaps I can help you. That first paragraph simply 
says in that EEE EV a cannot accept the proposition that 
in re Canada Square abareashense pe added to the #34 per 
square foot tm cost or in addtional 25 per cent to cover 
overheads contingencies and profits." 
Now can you explain that naa please? What had happened? 
Mr, McCallum: Well, wkak it had been suggested to me 
that $34 didn't include this and shexfs therefore there should 
be added 25 per cent to cover overheads, contingencies, profits. 
And you can see me saying that I don't think it should be. And 
I go on to say: "I read the Canada Square letter of January 2k 
on page 4 as saying that they can put up Hydro's building at an 
‘overall cost of the puilding of approximately $34 a square foot. 
To me, therefore, this figure includes overheads, contingencies 
and profits. I am supported in this conclusion as a result of my 
telephone conversation with Candy this afternoon when he told me 
thathe had spent most of this morning getting Moog to agree that 
if his cost was less than $34 it would be reflected in areduction 
of rent. In other words, Moog clearly eonducted the whole con- 
versation on the basis that he could produce Hydro's building 
at a total cost of $34 a square foot. At the same time, I know 
that his net rental(after you deduct $1.45,for operating and 
maintenance )&s $3.47 a foot. g& phe present value of $3.47 game 
for 30 years at eight per cent is $40,800,000 or $40 a foot. 
I have concluded therefore that Moog's quotation of rs cost 
“BK construct pa of $3416 much less than his actual rent return 
logit hy appear to indicate, that sol he a square foot. Since we 





1 ie Megalium) 
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are really just concerned with his rental figures, I am forced 





to conclude that he is truly going to get a profit or fee or 
return to him of 45 cents per foot for the next 30 years sand I 
think that is too great a return for the risks he muss take, 


‘ I asked John Dean why he felt free in his anakay 
analysis called "Basis for Accepting Building Coat" to add 
25 per cent for overhead, contingencies and profits to Moog's 
cost of building of $34. I toid h ars read Moog's letter, 
the $34 is an aoverall cost. Dean agreed and said that he added 
them only because it didn't make sense to him unless he did. 
I see what a ee becaile] i7expiained avereranee.. cost 
Figures ge $34 square as ah a conversion of his rent 
fieure¥Z$ig, square pit) kites you are using eight per cent 
as the cost of money. The only way you can relate thea to 
the resulting tho is to conclude that the $34 does not include 
the return to the entrepreneur. 

” candy read to me a letter written to him by the 
Bank of Montreal, Yonge and Bloor, I think, which seemed to 
indicate that the Canada Square "group of companies" (what 
companies does that mean? )have in the past lived up to 
obligations incurred with the bank in respect to bridge financing 
and multi-million—dollar i ala then they said something that 
£hax indicated to me that they expected to be called upon in “eager the 
Hydro deal to provide financing up until $40 million had been 
oT aye presumably the building es alicia at which point, 
I concluded that they would sa placing their permanent financing. 
If this is a fair conclusion asf thatyee danger Signal because 
vuekekorenk expected that the builder would be using his draws 
under his permanent financing to construct the buiiding. AS I 
pointed out to EXKAR Candy, if he is going borrow bank money on 
short term to construct the building, we;have to have a guarantee 
that he has Presauiseetanataens money upon completion or we might 
find that the building was up and the $40 million was due to the 


bank, 
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tach Just stopping there, and would be due 
to the bank at a rate that wasn't controlled by KA Hydro? 

Mr, MeCallum: I guess that would be true too. 

Mr. Shibley: Yes. Now what response @id you get 
to this advice on July 18? 

Mr, MeCallum: From Ken Candy? 

Mr. BShibley: Yes. 

My o McCallum: Well, my memory of the matter really 
isn't much better than what I have got written Lelie tari you 
gan see in the writing, Ken Candy was busy trying to deal with 
this question of a cost of $34 and getting a change if it ate 
wants far as the group of companies is concerned and my 
scepticism about the so-called bank letter, well he went to 
work to try and get some assistance form me, agai I think he 


may have told yous although if he didn't I know it happened, 


although I can't give his evidence for him, he asked them to-— 
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(Mr. McCallum) 

Eee, Pirst of all,t guess he told them that I wasn't 
much impressged with the bank letter, eédaune it didn't seem 
to me to cover the people that were concerned at all. 

Secondly, he want to work to an financial bey nai Sirsa 
amestil1 much involved, asa I'm suré ne ask ¢) foe (8 ments as 
to the principals or the beneficial owners of the companies, 

q@e I was pushing him and he was acting on my suggestion to 
get this kind of informatinn from Canada Square. 

Some as I have reported to you he got, and somehe 
didn't get. 

Mr. Shibley: With respect to Mr.Dean's memorandum, and 
I'm sorry it is notSS-Cxhibit, gsm wherein he added on to the-— 
@ actually, he started with a base figure of $35 g@® per square foot, 
did he not? 

Mr. MeCallum: Well t guess so. 

Mr, »,shibley: Yes. 

Mr. McCallum: I haven't looked at the document from 
that ee to this,as far as I know. 

Mr. Shibley: In any event, gw whatever it is, he added 
on to the base figure for OT EPER AG BRL sae ete, Did Mr.Dean 
give you any indication that Mr. Moog had made any representations 


@ to you in that respect ® 


Mr. McCallum: No, none at all. 





Mr. Shibley: This was just his own idea. 





Mr. McCallum: NO,I don't think thatyJohn Deareoula be 


said to be solely his own idea and this is only an impression 


I retain. I think that it was the idea of Dean and Candy if 





you will. I think that John Dean was guided in some EGR HK 


considerable measure by Ken Candy's advice and I cant think that 


H 2074 - 2 Sept. 4/73 
5:50-5:55 pm 
C.58. 


(Mr. McCallum) . 
this was etna own ideas. 

Mr, Shibley: So that to get the picture clear at this 
point of time, two representatives of Hydro were indicating in 
written and other form to you as counsel that they didn't view 


the @ $34 per square foot to bethe whole of the allowance to 





the builder, but rather that there would be added on, it would 


be appropriate to add on,the cost of interest during construction, 


? 


and taxes, overheads and profits and contingency allowances. Is 


that correct? 


Mr. MeCallum: No, I don't think that is, Mr. ohibley. 
mmm 


Mr. ,Shibley: WELL jwhat dale” 

Mr. McCallum: I think that those figures that he has 

dad Diceetietinatachinarentl 

| 

in the basis for accepting building costs are nothing more than 
they are 


the sort of thing that I've been doings sia. -T00King at various 


alternatives, but to suggest, as I thought you were dg doing, 














that they were putting that forward in some Way » I don't think 





‘so, sir. I think that they were trying it on for size and sometimes 
at helps your thinking to have to write it out. I dort think 
those men were trying to do anymore than I was at that point. We 


‘were trying to help each other. {I certainly didn't regard it 





as being anything that they were promoting back home as it were, 


or that they were going £2. 
Mr, Shibley: Mr. Chairman, this is somewhat heavy going 

















for any witness and I'd like to suggest that we might adjourn 


| 
“now until tomorrow morning if that's acceptable to everyone. 


| 
| Mr. Chairman: Are there any questions at this point, 


{ 
! 


from members of the committee? 








Mr, Renwick: Just one, I understood Mr. McCallum to say that 





|| 
’ 
Buse of the Bank of Montreal letter being not very clear or 


satisfactory, that you had asked Hydro to get financial statements, 


et OS ef 
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(Mr. Renwick) 


or recommended to them that they get complete financial statements 
‘ #5 


TEEN 


from the Canada Square sassy 






a group of Companies, itis oy 





Mr. McCallum: Yes sir. iS 
dex The committee adjourned at o'clock, p.m. 
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H - 2075 - 1 


The committee met at 10.10 o'clock a.m. in the 
members ' board room. 

Mr. Chairman: Ladies and gentiemen, Mr. Allan has 
arrived and announced we have a quorum, and I will call the 
meeting to order. Mr. McCallum —- is he close by? Mr. 
MeCallium, we are calling you to come forward, sir. 

You kx look a little draggy this morning, Mr. 

McCallum. 

Mr. McCallum: Yes, I had a hard night, and then, having 
had a hard night,I had just as hard a morning. I just got told 
by Mr. Genest that whatever I said yesterday was misunderstood 
by the press. I haven't really read the article. 

Mr. Genest: Well, read it. 

Mr. MeCallum: So I don't seem to be able to win any 
way at all3 it was a difficult night. Let me, without having 
read it, let me just say this. I may say my hard night had 

we had 
nothing to do with these proceedings at allsya Iittle problem 
at home. 

Yesterday, in the beginhing, I was having a 
philosophical discussion with Jim Renwick about the merits of 
the proposal system and the tender system. Now in my previous 
day's testimony I had also referred to that. On both occasions, 
as far as I am concerned, I made it perfectly clear that the best 
way to proceed and the way that the best businessmen were proceeding 
was by way of the proposal system because it offered many advantages 
that the tender system didn't. I said nothing yesterday, as far 
as I am concerned, having neither read the press nor my transcript, 
that I hadn't already said, which was that the proposal system 
was the smart basiness-like way to go and was the way in which 
they were going today. 


What I did say yesterday was this. That although 
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(Mr. MeCallum 


that's the best business way to go, and that's the way I think 
@li businesses including governments ought to go, we have the 
strangest kif nd of a process in government today, where at the 
sound of a boo, somebody jumps up and says "Huh , you'll have 
to prove that that's the best way? Ana what I said yesterday 
was this. The proposal system is the best; it is the way that 
should be done; it isx thw way that Hydro did it, but becapise 
of the kind of processes where you are connected with the 
government, because someone Suggests that there's been some 
patronage or something, they then say "Huh, we won't just 
investigate patron’: _ age, we will investigate the whole deal! 
ae then you're called upon to demonstrate that it was the 
best deal you took, and when people look for the best deal, 
because their minds are conditioned to do this, they say who 
was the lowest bidder? Ana that isn't the name of the game 
when it comes to proposals. 

My experience this summer had embittered me, if you will, 
to the place where I was being completely cynical yesterday when 
I said to Jim Renwick "You people in the government can't seem 
tdhave the best deal that's available to you, which is available 
under the proposal System; you seem to have to ZO a more 
expensive route called the tender System, because then you can 
show the whole wide worlda'. and I said it was a political judgfient, 
I don't pretend to be a politician - Shat "then you can demonstrate 
to the whole wide world that there are the tenders, there's the one 
you tooky! and I said it may not even &be the lowest but you will 
be able to say why. 

Mr, Allan: You said you would take the lowest, though. 

Mr, McCallum: That's right, I would take the lowest if 
I sould, and that's exactly what you do under the tender system, 


Mr. Allan: Because of the system , 





Mr, MeCallun: Because of the system. 


4 


Sept. 4, 1973 
10.19-10.15 a.m. 
M.F. 


H - 2085 - 3 


Mr. Allan: Although you might feel that you shoulda 
have taken one of the others. 

Mr. MeCallum: And that lowest - as I am trying to make 
the point very clear today} would probably not be anywhere near 
as low as you would get under a proposal system. And let me 
make another point. If Hydro in this case ,to be specific - 
and never mind the philosophies we were going on yesterday - 
if Hydro in this case were to have gone the tender system they 
would have been in a real box 3% 

(a) they probably wouldn't be putting it out to tender 
until today because they still haven't got all the drawings made, 
and you can't put it out ‘mae all the drawings are made 3- 

(b) they would have been putting it out to tender when 


interest rates have risen kbwo to three per cent on alli your 


money right across the board, when the cost of construction 


has gone up higher than we have ever seen it. To ROUTE NAve 





a 


¢ 


_— 
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5 et would have been a disaster from Hydro's point of view, 
if they had done exactly that $ if they had gone by way of the 
tender system. Now, if your're going to khave the whole of my 
philosophy, that's the whole of my Philosophy. What I don't want 
is to leave any doubt in anybody's mind that Ig never at any time 


yesterday, nor am I today, suggesting that the proposal route isn't 





betters it's just that it's a crude System that people don't seem 
to believe that xmguxe you're making the best deal unless you are 
somehow able to demonstrate it. That's what compelled me to say 
it looks like you've got to take the most inefficient way arand 
around government. You seem to have to go the tender route and 
that's not the best way to goz,and that's not how organizations 
who aren't so highly politically oriented as Hydro are, in fact, 
going today. 

Mr. Chairman: Thanks, Mr. MeCallum. I'm glad to give 
you that opportunity of clearing the record, I think the members 
of the committee got km the point yesterday of what you were saying 
but if Mr. Genest felt that the public were not getting it Exm 
we're glad to have you take that opportunity. 

Mr. McCallum: I don't really do it to keep him happy. 
He has to put up with me the way I am. I do it because I just 
feel that,in discussing it mildly and quietly with Jim Renwick 
yesterday, it was a continuation of a discussion we had off the 
record here, and, for instance, when I was pointing out to him 
yesterday, and to you, that the proposal 8s system involved more 
than Just price when you were looking for maintenance, I had very 
much in my mind what Hydro did here, That's been the thrust of 
Hydro's evidence, too. They've been trying to say to you in written 
papers ,and in oral evidence here, that there was more to picking 
Ghis man than just a qudstion of dollars and cents and what his 
rent was. They knew they had to have a partnership as, indeed, 
you can see for thirty years. and it's a long and a tough partnership 
fand they used, as one of the main reasons for taking this man, 


Eiim 
their trust in him andftne ability hax of ae ina his firm, and they 


= t 


. 


:. H-2076~2 Sep. 5/74 


10.15 to 10.20 am 
Gir. “yecat ium) 


fvk 

harried that out by the sort of ways that they tried to lock him 
in as you'll see. 

Mr. Shibley: Mr. McCallum, you mentioned yesterday 
having some knowledge and experience with Y&R Properties. 

Mr, MeCailum: I ket told you I was a tenant of theirs 
for 20 years,yes. 

Mr. Shibley: Now, in terms of the qualifications of 

eveloper that would meet the standards that you yourself 

set in the sanse of a partnership for 30 years,someone on whom 
you might rely upon, and so on, would Y&R Properties fulfil that 
description? 

My. MeCallum: I don't know and never met Moog and 
Canada Square until I wg was hired on this deal. I had met Vern 
Tatham and I had met Kenny Rotenberg and I dealt with them for 
many Ma many years. I think that they do, but that's not in any 

| way to denigrate from any other person who is in the contest 

because I don't know them. I didn't know them; s0 if you asked 
me who I would do business with 1 like Vern Tatham. 

Mr, Shibley: Mr. McCallum, one of the questions before 
this committee is having found, or come to a decision to go £B 
the developer route, did Hydro make an honest competition of it 
from among people who fill the description that you've given? 

Mr. Me( MeCailum: I don't think anyone here can deny 
that the people that they looked at,and who were in the competition, 
were first class. Leave aside Ellis-Don because he didn't impress 
me very much, but certainly Walter Zwig and Horizon were thoroughly 
competent. Kenny Rotenberg and Vern Tatham of Y&R, & were 
thoroughly competent. Moog and his organization were thoroughly 
competent, They were in first class company when they were making 
this shoice. 

Mr. Shibley : I want to refer you to exhibit 211. 
You had dealt yesterday, at the conclusion of your evidence, with 


the memo of Juiy 18, 1972, on page 23 of your exhibit book. Exhibit 


H-2076-3 Sep. 5/73 
10.15 to 10.20 am 


fvk 
0 TE NT EI aT ALE tra 
- ae | 


4 
“(lr Shipley) 


211 is a memorandum prepared by Mr. Moog referable to a meeting 


he had on that day «> 
—a, 
Mr. McCallum: Whee Where is it? I'll be helped a 
jot if I see it. 
Mr, Chairman: Mr. Moore's Betng iE. 
Mr. McCallum: Xmuxmakiaex Now, sir, go ahead. 





f 
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Mr, Shibley: Notice that it starts off: 
SLE ILIA 


"Prices by others regarding annual expenses, muexcepting 





business and realty taxes, range from $1.25 - $1.40 ... Candy 
allows $1.45 per sq. ft. per annum for such expenses." 

Now, did you discuss, on July 18, with Mr. 
Candy, the fact that although other developers, including Y and 
R, and Horizon, but particularly Y and R, had made a proposal 
for a maintenance charge less than Canada Square, that he was 


nevertheless intending to allow, or go along with the allowance, 


of $1.45? 











Mr. McCallum: No. I have a feeling that you asked that 
or something very near to that yeaterday, and my answer is no, he 
did not discuss it with me in that light. 


| Mr. Shibley: Well, did he discuss it with you 





at all? 











Mr. MeCallum: Yes. The $1.45 allowance? 





Mr. Shibley: Yes. 





Mr, MeCallum: Yes. 





Mr. Shibley: And in that respect, was it the 
subject of any exchange between you Phat here were at least 
two other developers whose maintenance charges were lower? 

Mr. McCallum: Not then, but later on we 
had a discussion 


x 


about maintenance charges. We discussed theirs. 


eertainly, ag as you'll see from the evidence 


Mr, Shibley: Yes. But as at the time, this 


PRE APE EBAY OP OE SNE POTION 


was the time the Commission agg was about to make a selection 


‘and deeatsion the following day. 


Mr, MeCallum: That's true. At that particular 


oS US GE 


time Y have no memory of his having discussed their other proposals, 









































“insofar as what they were putting opposite their maintenance 
(figures. 

: Mr. Shibley: And against the background of your 
EFTTA EONS IIL LEED 
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then thinking that the amount built in for profits to Moog was 
highs AMéve you any comment to make upon Candy's agreement with 
Mr. Moog, that Mr. Moog should be allowed $1.45 for maintenance? 

Mr. McCallum: Well, Mr. Candy was much more 
familiar and had access to people who were even more familiar 
with this sort of thing than I was. At that particular time Mr. 
Candy and I were not trying, because we haven't Zot tm to that 
place in our thinking, to reflect escalation over the years 
that would apply between the time we were talking, which was in 
1972, and 1976 or whenever it is that the base year would be 
applied, 

Mr. Shibley: '75. 

Mr. McCallum: I beg your pardon, sir? 

Mr. Shibley: I'm sorry, go ahead. 

Mr. McCallum: We just weren't thinking that 
way. So, fips we were discussing the question of maintenance 
charges in the light of what each of us had some idea was 
happening right then. And the figures that you see me using 
are misleading for the reason that, at that point, we weren't 
concerning ourselves with what is the real essence of the problem, 
which is to look at the figures for maintenance and janitor 
services when it counts, which is some time at the end of 1976. 

Mr. Shibley: I'd like to refer you, on page 
23 of the brief, the first page of the July 18 memo, it also 
says that Candy\""had spent most of this morning getting M to 
agree that if his cost was less than $34 it would be reflected 
in & reduction of rent." And Mr. Bullbrook was emphasizing 
the word "cost". And then in this same Exhibit 211, Mr. Moog 
is santielin sta Rae: himself, I suppose, or the filer "It was 
agreed that we iron out the $34.00 per sq. ft. question in 
principle as per the attached draft, but we would not finalize 
the language at this moment to avoid questioning by the Commission 


in tomorrow's meeting." 
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Now, did Mr. Candy tell you that in the course 
of his discussion with Mr. Moog it was part of that discussion 
that they would not finalize the language to avoid, at that time, 





| questioning by the Commission in tomorrow's meeting? 


Mr. McCallum: No he did not. 
ae with 
Mr. Shibley: And were you left / is the impression, 


| 





on July 18, from your conversations with Candy, that what he and 





Mr. Moog, $0 to speak, settled that afternoon was that the $34 











‘figure was t be a cost figure, as opposed to what is yet to be 
|defined as an appraised value figure? 


Mr. McCallum: Yes. In my conversation with 





Ken Candy we spoke of a cost of $34. He made no mention really 
of any change from that with Moog. I just don't believe that 
‘Ken Candy was a party to a situation where he was talking out 
‘one side of his mouth to Moog and the other side of his mouth 


to me. I truly believe that Ken Candy only spoke about a cost 




















of $34. And that memorandum that you've produced to me, I don't 
| 
believe is accurate if it represents Ken Candy's agreement. I 





don't believe he agreed to it at all. He just wouldn't do that 


/sort of thing. 
Mr, Shibley: What part of it do you say you 


J SEAS ACTOR AT IO L IC II 
don't agree with? 
| Mr. MeCalium: Well, if that purports to say 


that Ken Candy agreed to hide something and not discuss it with 

















me or members of the Commission, then I don't believe it. I just 
have that kind of confidence in Ken Candy. 


Mr, Shibley: Why would Mr. Moog compile a 


ACUI NERD DETR SERA 


Memovandum -—- 
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Mr. Shibley: Just wait until I finish the 
question, Mr. McCallum. 

Mr. McCallum: Well, you know, youre asking 
me why .o. 

Mr, Shibley: This is not a communication from 
Mr. Moog to some third person, where a representation by 
Mr. Moog might have been material, or misrepresentation by 
him material; this is a memorandum to his file wherein he 
is recording what took place at the meeting. 

Mr. McCallum: I know it is and it's just like 





another memorandum that was produced around here where, when 
you examined/ tise you soon had him saying, Well, I guess I 
didn't mean that, I guess it was wishful thinking. 

I can't account for what Mr. Moog writes but it 
doesn't take me by surprise that he has something in here 
that is not accurate. 


? 


Mr, Deans: Can I ask you a question then. That 





seems to fly in the face of the confidence that you have in 


Mr. Moog and his company when it doesn't take you by surprise fmnof 


Mr, McCallum: No, it doesn't. 
AN RRR reese rs 


Mr, Deans: ,.4that there are things in there that 





aren't accurate. 

Mr. McCallum: I think that Mr. Moog was a man who 
was looking to make a deal and what he was putting in memog 
to himself, I really don't know and I don't think I'm the 
least bit competent to say what was in that man's mind. I'm 
trying to help Mr. Shibley but I don't think I'm competent. 

Mr. Deans: That's ‘ger a better answer. 


RES gay TIO 


Mr. MeCallum: All right, but. what I'm saying to you 





in addition to that, Et doesn't fly in the face of it. I 
expect what I would call some puffery, some exaggeration from 


Gevelopers when they are coming to make a deal. 


, 
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I have hardly been in a deal that I haven't 
experienced that and I just find them mostly overstating 
their case, putting forward kites, putting up things that 
they are going to try and get and, hopefully, they don't get. 
That's a part of their business. 

Mr. Deans: But Mr. McCallun, that isn't what 
is in this, is it? 

Mr. McCallum: Well, no, he's using the words there 
that he says, "It was agreed that we would iron out the $34 
per square foot question in principle as per the attached 
draft, but we would not finalize the language at this moment 
to avoid questioning by the commission in tomorrow's meeting”. 

Now, what I've said to you, Mr. Deans, is that I 
don't believe @ that Ken Candy agreed to keep something in his 
vest pocket and thus avoid an issue with the commission and 
then already have made an agreement with Mr. Moog. I don't 
think that's the cut of the man's jib, aul you ask me an opinion, 
I gave you the opinion. 

Mr. Deans: But you also volunteered another opinion 
in giving that opinion. The opinion you volunteered is that 
you are not surprised. Now, | 

Mr. McCallum: That Moog might have said that. 

Mr. Deans: Right, you're not surprised that that 


might be adNaccurate aad Leo 


Mr. McCallum: Well, we've just had experience right 








in these proceedings where he used the same words that things 
were agreed upon that we demonstrated, Mr, Shibley demonstrated, 
weren't agreed upon. 

Mr. Deans: How can you then have so much confidence 


in his ability? 


Mr. McCallum: Because he's doing, I guess as he 





explained himself - he is doing some wishful thinking. This 


demonstration here wasn't intended to persuade anybody. 
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Mr. Deans: No, but let me just say nage that 
Mr, Moog has said on the witness stand thag much of the 
development is a matter of trust. 

Much of it is a matter of trust and what he's 
doing is a matter of trust between himself and Hydro, and you 
have said that you have to choose a partner in whom you have 

itga 
confidence because te 30 year deal. Now at the same time 
you are telling me that you are not surprised that what he 


has written down is inaccurate. 


Mr. MeCallum: Neither am I. 





Mr. Deans: Now, I think it's pretty difficult 
to have that opinion of somebody and still think that he's 
a& person you would enter into that kind of a contract am with 
over @ 30 years. 

Mr. McCallum: I didn't enter into that form of a 
contract. Look, Mr. Deans, I didn't mgm select Mr. Moog. 
I didn't have anything to do with the selection of Mr. Moog. 
He was selected by others for reasons that they found pertinent. 
Re Whether I would have selected him or not won't help you 
in these proceedings at all. 

All I've said that I'm not surprised. 

Mr. W. Hodgson: Mr. Chairman, I think that 
Mr, McCallum also said that telidteahieenot xdteh his experience 





with developers, this is not unusual for dem 


__2 Ee. 
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developers to\bbhag such kites «a{._. and have such things. 


Not just pertaining to Canada Square alone but to a great 
many developers that he has dealt with over the years. 
q Mr, Shibley: Mr. Hodgson, the difference of 
. Exhibit 211 though js that it wasn't flying a kite across the 
path of anyone, it wasn't a puffing, it wasn't a representation 


to anyone. This is a record of what his memory is of a 











} discussion with Mr. Candy on July 18, so that to characterize 
: it as puffing or overstatement is not in accord with the 

4 nature of the ie tu you follow me. 

; Mr, Wm. Hodgson: Maybe so but I think that ... 

‘ Mr. Shibley: If wad had written a letter to somebody... 
Mr. W. Hodgson: I think Mr. McCallum has cleared 
that up by saying that Ken Candy didn't think that any part 

| of the statement, and also that it is @ not unusual for other 

; developers to play ball in the same manner. 

Mr. Shibley: In any event Mr. McCallum, Mr. Candy 
did discuss the fact that he had had conversation with Mr. 

| Moog that same day, referable to the $34 figure. Is that 

} correct? I am looking 7 p 23 of the brief. 

Myr, Me Callum: pele ei Centc™: 

Wy. Stibley: me a ony from what Candy told you was that 
you were talking in terms of cost, not appraised value. 

; Mr. McCallum: Yes Sir, that is just as I have 4t 

; written, 


Mr, Shibley: O.K. Now then I'd like to move along 


Ser eR TE TTI 


' to the very next document which is on page 26 of the Exhibit 





and atyled, "Notes from Commission" I am sorry, "Meeting & 
with Hydro Commission, Wednesday, July 19." Do I gather you 
were at the meeting of the Commission at which the decision was 
taken to enter into a contract with Canada Square? 

Mr, McCallum: Just a minute, I am digging to see 


what it is you are referring to. 
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Mr. Shibley: Page 26 of the exhibit. 

Mr. Genest: Mr. Shibley, my copy isn't page .. 

what date is it? 

Mr. Shibley: It is July 19, 1972. 

Mr. Genest: Oh. 

Mr . Shibley: The very next document. 


Mr, Saba’ yes, This is it. 








Mr. Shibley: I am following them in the order in 
the Dy’ ef 


Mr. 





Iam sorry. I just couldn't find it. 





Mr. Shibley: Did you attend that meeting? 

Mr, MeCallum: Yes. That was the first meeting I 
attended, July 19. 

Mr. Shibley: And would you just explain what 





trenepirad Mabe at the meeting, fhe information you provided 
to the Commissioners at the meeting, the information Mr. Candy 
provided, or anyone else provided. I want to know what part 
each of you played in the information-~gathering process upon | 
which the members of the Hydro Commission were asked to pass 
this sudemenes 

Mr. McCallum: Well then, first look at page 30. 

Mr. Shibley: Of the brief? 





Mr. MeCallum: Yes Sir, 


Mr. Shibley: Ibhink Mr. Chairman,it is mmm safe 


LTT EL ER STA SY TT 


to provide everybody with the next four pages, 26 through to... 
you are talking about August 4, 1972? 
Me, MeCallum: Yes Sir. 


EAGLE LA CANETTI 


My, Shibley: The docket re Hydro? 





Mr. MeCallum: Yes Sir, 


RRR PIY TPS DE CRUST REE RO TORS 


Mr, Shibley; Yes, All right. So that we are now 


ERE NET Te RENE 

looking at your August 4 docket re Hydro, Would you carry on? 
Mr, McCallum: Thank you. Thig.te the best of my 
ae ahem 

Pesollection 1s & note I dictated about what transpired on the 


19th. Tamanna. 
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(Mr. McCallum) as caer m4 

"In my discussion with the members of the Commission, 
it was not necessary to detail what was in it for the 
applicant,¥%,”” 
That's Moog. 

itwonaies that had been covered very fairly by 

Ken Candy. I did, however, touch on two points; (1) was 
the risk to Hydro arising out of the obligation to be imposed 
upon them," 
that means upon Hydro, 

"in respect of foreign exchange’ 

(2) I pointed out that the agpgk applicant took 
the risk of borrowing the money to finance the construction; 
for example, $40 million. If he was unable to borrow that 
money now for a fixed term of 30 years until the money he 
received in rent enabled him to pay it off, he might have to 
refinance once or twice or more during the 30-year term, and 
the price he would have to pay for money at that time would be 
his risk, subject always of course to Hydro bearing the 
obiigation in respect of foreign exchange. The applicant was 
always stuck with the fact that he could not get more than 
$4.92 a foot by way of rent, no matter what interest was 


demanded in subsequent years by the ‘ lenders." 





Mr. Shibley: Now, coming back to page 26 where you 
have your notes of that meeting also, would you carry on please 
with that document ¢ 

Mr, MeCallum: Yes. The notes are not really gedee 


SETTER aI HS PARRA ONSET) 
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notes, as my secretary has written 
at the top in an effort to be helpful, gum from the meeting. 
Those notes were scrawled out by me prior to the meeting to use 
as aide-memoire if I was called upon to discuss the very thing 
that Ken Candy discussed with them. In other words, if I was 
called upon to give them my views of how this would relate to 
profits that were made, and so forth, that's what I had proposed 
to bring to their attention and to embellish but this was going 
to help my memory. 

Mr . Shibley: May I ask you this, then, Mr. McCallum, 
was it brought to the attention of the commissioners that an 
allowance for construction profit of three per cent was an 
appropriate allowance? 

Mr, MeCallum: I don't remember if it was brought to 
the commission in the sense of saying it was an appropriate 
allowance. 

Mr. Shibley: Was three per cent even mentioned as 
a construction profit? 

Mr. MeCallum: I don't recollect that, 

Mr. Shibley: I see, You didn't mentiong it yourself? 

Mr. McCallum: No, I did not, 


Mr, Shibley: And neither did Mr. Candy? 


Mr, McCallum: As I say, I don't remember what Mr. 





Candy did. 


Mr. Shibley: All right then, what about the ems $1.2 


SOT IE TTT TS 
million? gs I'm sorry, that would be $1.2 million profit. 
My. MeCallum: Anything that derived from that figure, 


sir, I just don't remember. 


Mr. Shibley: @ I see. Was the figure of net profit 





——— 


$432,000 a year discussed at that commission meeting? 


Mr. MeCallum: I mame can't be certain that that figure 


eee 


was but a very considerable sum of money was certainly discussed. 





The thrust of what Mr. Candy was saying was something like thiss 


XIf there appeared to be too much in it for Moog and we were 
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(Mr. McCallum) 
auspicious, he told them at that point that there was going to be 
i 
too much in it for Moog on the basis of our preliminary calculations 
AAs? ? 
then wevase’going to have to work with him and try and reduce this. 


Mr. Shibley: Mr. McCallum, what's disturbing me is 





this. You've taken us to your docket memo of August Kh, I remind 


you that you had @mma done some in-depth thinking on the question 


a _ 


of what was in it for Moog as reflected in the July 17 memorandun, 
page 14 and eve auing, Hae any or all of that brought forward for 
consideration by the commissioners at the meeting of July i9? 


diese, Mr. McCallum: Yes, the general memory I have 





rey the discussion revolved around trying to look at how much Moog 
was making in the sense of making money under the construction 
contract, making money @ possibly under his sum of money allowed 
for maintenance and maybe on the financing, and it was very much 
on a, "if these things are true" basis then we're seg going to have 
to do something about it. 
Mr. Shibley: That's what bothered me. Just stopping 
there for a moment, you see, the whole thrust of your thinking 
as reflected in the memorandum of July 17, whether it was ultimately 
completely accurate or not, #gs the thrust of your thinking in 
discussions with representatives of Hydro then was that Moog was 
getting a prohibitive return for his financial risk and that there 
should gm be renegotiation. Isn't that so? 
Mr, McCallum: Yes. 


Mr, Shibley: What I'd like to know 4s why the commission, 





if it had been provided with that eyeeaaan July 19, would have 
approved of entering into the contract before it entered upon 
the agg renegotiating process that you seemed to be urging upon 
them, 

Mr. MeCallum: Well, they didn't, Mr. Shibley. 
All the commission did on July 19 was say: "Get thee out and make 
a deal, if you can, with Mr. Moog". Now, what was intended was 


to gm have aux Mr. Candy made it clear, for instance, that in 


our examination..«=. 
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Genest: 
Mr, Ghiteiememmx Let him finish, Mr, Shibley. 


Mr. McCallum: =—-that we weren't using accurate figures; 
that, tentatively, we were ahaa oeene it in the cme way of saying 
that the deal might be too good for Mr. Moog and we'd lee have 
to do something about it. and we were given authority to go out, 
make a proper analysis and, if you will look at the rest of these 
pages you'll see that this represented ——4fou 've seen so far——. 
very preliminary Peer Ory Bree when we got down to analysing it 


with accurate figures, the situation changed. 


Mr. Shibley: Mr. McCallum, you've been into these 





deals quite regularly. Doesn't it affect your whole negotiating 
posture to advise one developer of four that the commission has 


approved of the entering into a contract with him, whigheste—tsce 
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of that minute of that meeting ,and at a time when you are - 





mam, Which is the wording 


it's still in your mind that the very, basic herms of that 
contract should be renegotiated’ | 

Mr. McCallum: No. The process of the proposal 
system involves exactly that technique. The process is to 
select a man. Now that man knows that when he is selected 

4 ana that all that the commission were then doing formally 
was saying, "Okay. You're selected" [at that point, you 
start to try and put the deal in writing. If you don't succeed 
in putting the deal in writing that you want and according to 
_ the way you want it, you just get rid of him and go on to 
| another one. That is the whole idea of the proposal system. 
Mr. Bullbrook: I realize that but 4, 
Mr. McCallum: It involves annointing one man , 
temporarily if you will, and he is entitled to know thatYou 
are the man that we are going to do business®with, but implicit 
in the whole proceeding is Sut believe me if you don't do 
business with us and we can't reach a SaEG proper agreement 
and iron these terms out that we are going to discuss about, 
then we're not obliged to you in any wayg you are not a tanderer > 
we have not in any sense accepted you, we've just Z.4 is 

Mr. Allan: You are really saying ‘he man we hope 
6 do business with? 

Mr. McCallum: That's what it is. And, sir, that's 
all they did @n the 19th. We went out then to see if we could 
put a deal in writing and that's exactly what we tried to do, 

Mr, Bulibrook: Mr. Shibley, I speak for myself, 
but I want to know what the commission knew. Do you follow 
me? 

aad 
MoveMefalgum: That is what I want to know 
hig Bullprosle I want to know what the commission 
knew. Mr. McCallum, having regard to your memorandum of the 
17th and the fact that you brought the substance of that 


memorandum to their attention gos 
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Mr. Shibley: No, he didn't say that. 

Mr. MeCallum: I certainly didn't. 

Mr. Shibley: Did you? 

Mr. McCallum: I certainly didn't. I said the 
opposite. I said that ., 

Mr. Bullbrook: Oh, I'm sorry. 

Mr. McCallum: +I said that Mr. Candy had presented, 
and I thought very fairly, the facts of what was imit for 
Moog. That's what my memo of August 4th says. 

Mr. Bullbrook: Well, then I'll rephrase my 
question and say that the substance of your memorandum was 
brought to their attention? 

Mr. McCallum: I'm not going to go away from the 
words, Mr. Bullbrook, because that's my best memory. ee jt 
was written then at the time g my best memory is that he 
presented the facts of what was in it for Moog, to the 
commission at that time and made it, I am certain, clear to 
them, that we were both very suspicious at that point and ,on 


our then figures, that he was getting too fat a deal. 
Mr. Bullbrook: Did the commission give you any 





instructions about how fat a deal you could enter into? 

Mr. Mecailum: We told them that if they selected 
him we would go out and see what. we could do to put that deal, 
\de would analyze it properly and we would see then what we 
could do about bringing this deal in to line. And that's 
exactly what gle subsequently did aysthe deal that we got 
differs, of course, 8 great deal from the sort of thing that is 
expressed in any of the figures that you've seen, that I've 
used, up to this point. 

Because the deal that we got has a good many changes 
in it. 

Mr. Bullbrook: Well, there is no doubt about that. 

I mustbay, having regard to my recollection, Mr. Chairman, of the 


evidence of the oom OAAODRTE ehiy* it's so long ago and I haven't 


(Mr. Bullbrook) 
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reviewed the evidence eta ay they didn't seem to 


understand the ingredients of the ultimate contract. ‘tlm. 


1 


Mr. MeCallum: Who didn't? 


Mr, Bullbrook: The majority of the commissioners. 





Mr. McCallum: Well, I wasn't here when they 


were here but, you know, you are going to find out from me and 


you might as well find out now I didn't hear their evidence 


because I wasn't here. I've never read their evidence but 


one thing ke that has been told me since is that for instance, 


! 
j 


. 
; 
| 
| 





aman by the name of Danis, whom I met first then and who 


came here, and gave evidence, apparently indicated when he 


was here that they hadn't taken much part in it. You see, 


my memory is just the opposit&®; not &ea this meeting but at 


the subsequent meeting he asked so blooming many questions 


I thought he was a man by the name of Seguin whom I had been 
told was a lawyer from Ottawa and who knew a great deal about 
this sort of thing and I could expect very good and close 


questioning from him. 


So that he asked me so many questions that by the 
end of half an hour I was busy calling him Mr. Seguin. I 
just concluded he was Mr. Seguin. 

Mr. Bullbrook: Well, you are going ahead on me 
a bit but I don't mind that. 


Mr. MeCalium: I guess I am. 





Mr. Bullbrook: I don't mind that at all. We'll 
get to that. I'm sure you will, Mr. Shibley and I'm very 
pleased frankly to record that you've recorded that Mr. 
Danis did ask some questions: but can you help us about the 
dialogue that took place on the 19th? For example, the $432,000 
anticipated profit annually. Did they discuss that in any 


detail? 
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Mr. McCallum: I have told you that I can't 
recollect whether they used those figures or figures that 
I have referred to in earlier memos, but I can tell you 
that there was a clear discussion that there appeared to be 
a residue that was out of line what we expected, and ao to 
the figure that was used by Mr. Candy I now can't recollect 
which one was used. As you can see, I have already used about 
four in the four memos that I have got. I geass Just don't 
remember what he used, Buecyou can see I also thought that he 
fairly presented my idea of there being too much available 
at that time and on the basis of the analysis we had made ee to 
that date. 

Mr. Builbrook: Well, we are going to know. I am 
finished. We are going to get to the ultimate question, I am 
sure. 

Mr. Allan: Mr. Chairman, just before Mr. Shibley 
proceeds... 

Mr. Chairman: Mr. Allan. 

Mr. Allan: Could I be brought up to date as to who, 
representing the administration of Hydro, the administrative 
section, was at this meeting? 


Mr, Shibley: Yes. 





ic 
Mr, McCallum: I can try, but I may not ddAccurately. 





You can get them, . 


Mr. Genest: I will get that in the minutes for you, 





Mr. Allan: All right, fine. 





Mr, Chairman: Thisy;the 19th of July? 





Mr. Shibley: I would like to ask why, Mr. Candy being 





an architect and you being the expert in the field of development 
agreements, and having made the analysis and given the advice to 
a number of Hydro officials, why was it left to Mr. Candy? It 
seems to me a curious choice to outline this aspect of the 


transaction to the Commissioners, rather than having you with all 
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(Mr. Shibley) araneck 
your expertise and ability to express yourself clearly and 
completely, why was it left to Candy to present the case as 
to financial benefits to Moog as @gm opposed to yourself doing 
that? 

Mr. McCallum: TI don't really know. My memory of 
the matter is this; that I came into the room, sat up toward 
the end, the right-hand end of the table, and Candy sat right 
at the end. I wouldn't be at all surprised gw they may have 
been discussing the matter before I got there because the 
Commission had been sitting for somehours before I got there. 
They continued to sit after I got there so they may have 
discussed many things that they didn't discuss in my presence 
at that time, Sir. But in any event, when I was there, Candy 
was asked to discuss what had been transpiring and it was, I 
gueséy and I still guess, thinking back on it, it was a 
continuation I suppose of things he had said to them before and 
it went right on. I don't think he was invited. I don't ever 
Magee remember saying, Mhlow, Mo Candy, will you tell us about 
the financial details.‘! I don't think that is how it came 
about. In the course of his exposition which was quite lengthy, 
and he talked about a great many aspects of the matter, I 
remarked on the @@m fact that he had discussed these financial 
aspects and so @uaes when it came time for me to talk I neither 


? 
was asked nor spent very much time,if ~ee that particular 


aspect of the matter. Now there a a memorandum if I @ can find 
it... -Wou better take the Candy on the meeting. Take a look at 
Exhibit 85. He too made obviously, some notes on the matter 
and here is what he wrote: 

"Y attended a Commisaion meeting this morning with 
Mr. Jim McCallum, Solicitor, at which time we @ discussed the 
proposal of Canada Square with the Sv aranen in re eomrens that 
we proceed with the writing of an agreement between the Commission 
and Canada gas Square for the construction ot ew building, 
and that the new building be proceeded with on this basis. This 


was agreed to by the Commission and we were given the authority 
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to proceed on this basis. I advised the Commission that 
Canada Square will obtain their interim financing up to an 
amount of $40 million from the Bank of Montreal, and that 
Canada Square now advises that they anticipate all of their 
long-term financing will be obtained from @em& Switzerland." 
Mr Shibley: By the way, did you hear that? 
Mr, McCallum: No I did not. I didn't hear that 
part. I did hear a part about the $40 million from the Bank 
of Montreal, and I do remember saying te I don't think I had 
seen the letter at that time /e that the letter that had 
been read to me I didn't think was at all satisfactory. 
Mr, Shibley: But you don't remember him 





mentioning that all the long-term financing would be -- was 
anticipated to be from Switzerland? 


Mr. McCallum: No. I have no recollection of that. 





Mr. Shibley: All right. Would you carry on please, 


eR TRIE TFPI Ie, 


Mr. McCalium: "Any additional costs involved at the 
time of repayment with respect of foreign exchange will be paid 
for by the Commission, and any reduction in # foreign exchange 
will be a credit to the Commission" I remember that there was 
quite a lengthy discussion on foreign exchange, and I played no 
part in it. 

"I also advised that Canada Square have agreed that 
the building will be constructed at a minimum of $34 per square 
foot and at a fixed rental of $4.92 per square foot per year, 
but if the final cost of the building is less than $34 per 


square foot the rent will be reduced to compensate." 


Mr. Shibley: Now just stopping there, again, he was 


ial tee ee es oad 


talking cost not Menke appraised value, to the Commissioners? 
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| 
{Mr. M dcallumd: Ne 
certainly was talking cost and he was talking cost, remember 


p) 
in the light of the analysis of the financial people of Hydro 


which was expressed, for instance, in the April 10th report, 
and there is just no doubt, sir, there should be no doubt in 
your mind, that he was saying to the Commission cost - that 
would mean as it were Canada Square's cost - and that he 
understood that that was the thing that had been agreed to by 
Moog and that's certainly behind what you found, I think, some 
difficulty in accepting from me Re 2e0T Chat I just don't 
believe Moog's statement here when there was a suggestion that 
Candy had made some other agreement with Moog, because this is 
the sort of thing he spoke about, very fairly, to the Commission. 
He made it clear to them that he understood that there was no 
more @@ this question of the rent going up to $5.25; $4.92 was 
the lid in any event,and that if the cost of that building was 
less than $34 we were going to get a reduction in rent, and that's 
how Candy put it to them. That's my memory of it. 
Mr. Shibley: Now while we're still on that meeting, 
I would like you to help me on another point. When Mr. 
Gathercole was giving his evidence he made a suggestion that 
another topic might have been raised at that meeting, and Twant 
your memory on it because it is not terribly clear, I seer" 
you, but in Hansard at 46-3 he said: 
"Mr. Chairman and members, I wish tocerrect a statement 

I made yesterday to the effect that I thought Mr. Roger Saguin, 
a member of the Commission, at a meeting of the Commission in 
July of 1972, may have raised the question of Mr. Moog's 
friendship with Mr. Davis as being a possible source of 
embarrassment. 

" since giving my evidence I have spoken to Mr. Seguin 
who has advised me that no such statement was ever made by hin, 


and that tn fact he did not know of any friendship between Moog 
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and Mr. Davis until he read the press statements in April 
of this year", and so on. 

Now what I am concerned about meme is the reference 
here — and he had said at a Commission meeting in guly of 72 = 
was the subject of the friendship between Mr. Moog and the 
Premier mentioned at all or by anyone at the meeting of July 
19, 19727 

Mr. MeCallum:During the time that I was in that 
meeting it was definitely never mentioned, and indeed - and I 
think I was there three times to that Commission - at any time 
that I was in front of that Commission and able to listen and 
participate in what they were doing, that topic was never 
mentioned. 

Mr. Shibley: All right. 

Mr. Chairman: Mr, McCallum, Mr. Allan asked for the 
names. Did you get the names, Mr, Allan? 

Mr. Allan: Not yet, but they are getting them. 

Mr. Genest: We are rr getting it now. 

Mr. Shibley: Do I take it from your last answer that 
youwere not at the whole of the meeting of the 19th? 

Mr. McCallum: I hoped you'd taken it from an earlier 
answer when I said that I certainly wasn't. They were meeting 
prior to my getting there and they continued to meet after I 
left and I suggested that they may well have talked about other 
matters when I wasn't present, sir. 

Mr. Shibley: All right, thank you. 

Mr. Chairman: Mr, McCallum; I would just like to ask one 
qu¢stion. When you were present, did Mr, Sissons take much part 
in the presentation of the proposition? 

; Mr. MeCallum: You nAon hee is a tough memory but Jeet 
1/ give you & general answer, Mr, Chairman, I will do the best I 
can. I found, in the times that I was there, that Mr. Sissons 


often expressed views, asked questions, and @Participated, and 


Y 
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on,I would think I would be safe in saying, ali three times 


that I was there I was very conscious of Mr. Sissons' mind and 


presence in the room . 


Mr. Chairman: Well I have been a littie concerned 
that Mr. Candy seemed to have the carriage of this whole matter 


before the Commission rather than €s—-.<., 
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has: ‘Mr. Sissons, 
who is the immediate superiore.,I understand he ts eae 
had the responsibility for supplying accommodation for Hydro. 
Why it was left onan architest rather than some senior 
person in the financial field, I don't know. 
| MeecCaliumy Welle Tocantt vat Suppose, help 

very much except to give you impressions. First is, thet as you 
found out from the first nf emo that came in front of you 
yesterday, when Henry Sissons first spoke to me he told me 
that I should deal with Ken Candy. But I noticed that when 
the matters were discussed subsequently, it was clear that 
Henry Sissons had a good knowledge of what was going on and he 
must have been in contact, and I would suggest probably pretty 
close contact, with Ken Candy on most of these wavceuckine none 
the piece. That's the impression I had, and it ss only,.an 
impression because I wasn't present at Gv their talks. 

Mr. Chairman: Thank you. 

Mr Shibley: I think we can move now to --- 

Mr. Genest: I've got that information now, 
Mr. Shibley; bhowe present, Mr. Allan, were Mr. Gathercole, the 
chairman --- 

Mr. Allan: Well, I was just meaning the 
administrative Sea eel 

Mr. Genest: Oh. Mr. Gordons Mr. Sissons$ Mr, 
dea got he assistant general manager of personnels Mr. Ireland, 
the assistant general manager - marketing$ Mr. Campbell.who was 
representing Mr. Smith, who was absent. Mr. Campbell is from 
the engineering branch. Mr. Gomer from the financial branch. 
All the commissioners were there except Mr. Seguin. Mr. Seguin 


Me 
was not there. And also Mr. Candy and Mr.7Callum, of course. 


rs 
H 2084 - 2 ag a 700 am. 
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Re eee 








2 Mr. Chairman: For the record, you are talking 
about the meeting of July 19? 

4 

ik Mr. Genest: The 19th. I think that's already 


Mr. Shibley: Well then, Mr. McCallum, I think 


Mr. McCallum: Just before we go, can I just 





give you two or three other things that I think will be helpful 

ite you, sir? 

¥ | Wr. Shibley: Yes, surely. 

Mr. MeCallum: I just would not like the members 
of the committee and yourself, sir, to @pm overlook the fact that 
again on page two of the Candy memorandym, or letter, of July 19, 
‘he mentions other matters which were discussed at that time. And 
‘then I think I ought perhaps just to point out again quickly, which 
ds a part of the theme that I started with you yesterday; @i take 
that memo of mineof July 19 and look at it for just a moment. See, 
‘the figures that I was using there have, of course as we got along, 
Marned out to be quite wrong. That “$3.02 if eight per cent’ that 
[you see written, @@8@% was tmsed on a guess that there was 1,200,000 


| 


“square feet. We know that the gross area of the building as it 






‘turned out is 1,305,800. That didn't make any difference to me 
at that time, but those inaccuracies are there. The profit of 45 
ents clearly has changed, as you'll hear from me later on, and 
Men't correct, 


Mr. Shibley: I intended to come back to that 





later, Mr. McCallum. I have a note to come back to it. So that 
if we could just carry on with the documentation. We realize 
‘that these are your preliminary thoughts. These were the thoughts 
as at the time of the meeting. I'd like to move along. On page 
“31, it just indicates that you had discussion with Mr. Sissons, 


“g0 you were having communication with him. And then you had 











sonversations with Candy from the lake. That's just to establish 
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(Mo, Shibley) 
that you went on a holiday on August 30, I gather. Is that correct? 

Mr. McCallum: I don't remember. That wasn't 
much of a holiday. I guess that must have been trying to steal 
@ long weekend, but in any event, I called him from the lake. 

Mr. Shibley: All right. Then, on page 32, 
there's reference to Bradshaw acting for Mr. Moog, was going to 
draw the agreements and hoped it would be ready for next Tuesday. 
This is as of August 4, again. ~¢i—uemd "fhere is therefore no need 
of a meeting with you today; Moog was too impatient to wait for 
another meeting." Now, the only interest I have in this memorandun, 
Mr. McCallum, is that here we have the actual formal documentation 
being undertaken as immediately as August 4, following the July 19 
meeting of the Commission, without any indication from the material, 
and I would ask you to fill in if you can, that there was really 
any effort made to pursue negotiations with Canada Square upon the 
various items that were the subject of observation by you in your 


July 17 memorandum. 
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Mr. McCallum: August 4 - July 19 to August 4, 


Mr. Shibley: You've qge got a very limited period 





of time tere and, as I mg say, we're reaching a point =a 
‘where you're going forward with the formal documentation and, 
peally, I'd like to know whether there)Was any follow-up, if you 
_ °° upon the points that you were trying to impress upon the 
“Hydro people that should be taken up with Mr. Moog. 


| Mr, MeCallum: Yes, I'm sure there was. > didn't, 
ST OT AS 


until later on as you'll see. I think that I got into the act 


a 


personally much more strenuously in the month of September and 





from there on. I don't have a specific memory of what Ken Candy 


was doing in that interval. You'll have his evidence and probably 


|/ remember it though and I expect he was doing it. 


Mr. Sig Shibley: Ali right, let's go to page 33 





_ then. This is a memo of August 18. You appearg to have had a 
meeting with Mr. Moog on that day at his office. 


Mr, MeCallum: Yes. 


een 


Mr, Shibley: You talked about the type of building, 
TOD 


about the zoning and, in the ‘gees third paragraph: "We talked 


about financial matters.* He said; #ye can't now get his money 
i 


t 
from Switzerland and is going to get/in the g States and 4¢ will 


cost him more than eight per cent." 
Mr. McCallum, against the background of what was 


presented as an agreement of October 1972 that Hydro would share 




















in any savings of interest, should the eost of money be less tg 


than eight per wad I put it to you that it appears that as 


early as August 18, once it became apparent that he could not 


eae | 
get his money from Switzeriand anc we now know that became apparent 


-—f 
to him on August Th that it was recognized that saeumaate! his money 
I'd like your explanation 








will cost him more than eight per cent. 


as to why there was any exercise at all, or any purpose, in the 


agreement to share in any savings? 


H-2085-2 Sep. 5/73 
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Mr. McCallum: It's really not hard to explain. Mr. 
Moog, at no time throughout the whole of the course of the 
transactions, would ever tell us where he was getting his money. 
He would never tell us, right up to the very end, at what rate 
he was getting 1G and, when you're dealing with an indefinite 
matter of that kind, and if you're going to take my skepticism 
and see how it works on things like ie this, when Moog tells 
me that his money is going to cost him more than eight per cent 
I just don't @ accept it blindly, I say to myself: "Hmm, maybe - 
he can get it for less, and, if he gets it for less I want to have 


a piece of the action." That's why it was kept tgpmg there. 
Mr. Shibley: I see. All right. 





Mr. McCallum: Sam, I had noticed, if you'll look 

eens wee 
about five lines from the bottom, that I have written, it says: 
"If he gets his money for eight per cent or less there will have 
to be a reduction in the rent from the figure of $4.92." 


Mr. Shibley: Four dollars and ninefy-two cents, yes, 





I see. 

Mr. McCallum: Not only that, he never said to me at 
any time that if the money is eight per cent or less there is 
going to be a reduction. What he said is, and we subsequently 
agreed to and all we ever talked to,"if you get your money at 
less than eight per cent that = is when we will be in operation." 
So, do n't read that as it is written, read it as less than eight 


per cent, gentlemen, because that's the real meaning of it. 


Mr. Shibley: Then can we pass right along to page 





35 of the brief wherein there is a docket entry indicating a 
meeting between yourself and the chairman on August 23, 1972. 
I'm sorry, before we deal with that Mr. McCallum, and to keep 


it in chronological sequence, 4 


SRS piglet tee «Aiea 
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bit is in evidence that you had a meeting with Mr. Moog and 


Mr, Bradshaw on Agust 3rd, at which instructions issued as 
to the docunentations] lr. Bradshaw was to initiate gm Is 
that not so? 

Mr, MeCallum: I don't know. Did you find something 
in my material? 

Mr. Shibley: I'm sorry, and I want to be completely 

accurate on it; I think you were intended to be at the 
meeting. tthere is a hint somewhere that you may not have 
made it. 

Mr. MeCallum: That's why I'm 4.5 

Mr. Shibley: All right. 

Mr. NeCatiun:“regéual through my inh I don't 

remember it, sir, unless you can help me ¢.., 

Mr. Shibley: No. My wae memory at the moment is 
you were expected to be there but my vague recollection is 
that you could not be there. 

Mr. McCallum: That's sort of the way I have it 
in my mind too. 

Mr. Shibley: All right. But, in any event, you 

have no recollection of such a meeting at which instructions | 
were issued as to the documentation? 

Mr. MeCallum: No, I haven't. 

Mr. Shibley: Do you remember it came up in the 
context of the provincial guarantee being part of Bradshaw's 
first draft of August 25th? He said that was part of the 
instruction he got on August 3 when he had a meeting with 
Mr. Moog and Mr. Candy, amg fhe more I think about it, the 
more I'm sure that you were intended to be but were not there. 

Mer, MeCallum: I think so and maybe that memo that 

' you do a have in here on Page 32 is the very sort of 


confirmation that you are klooking for, 
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Mr. Shibley: All right. 

Mr, McCallum: “That I wasn't there. 
I have no memory of that, sir. 

Mr. Bullbrook: Mr. Shibley, before you proceed, 
could you relate back to Page 33 and if you could, what I'm 
interested in is - and I accept Mr. McCallum's evidence 
without reservation that when we look at the lines to which 
he ultimately referred, that if he gets his money for eight 
per cent or less, there will have to be a reduction of the 
rent from the figure of $4.92 as it should read; we're to 
read that that if he gets his money at less than eight per 
cent according to the evidendstr. MeCallumg Mr. Shibley, 
I'm very much interested 39 when the negotiations began, | 
because as I read the evidence right now, at that meeting 
Hydro and their advisers are not content at the profit ratio 
at eight per cent. 

In other words, I would think that it - and I want 
to reinforce that I accept Mr. McCallum's interpretation - 
but I wish it wasn't the interpretation. I wish it meant 
what it said. That they had started to discuss ®& at that 
time that ££ even if he gets his money at eight per cent there 
is going to have to be a reduction. What I'm attempting to 
convey, Mr. Chairman, to our counsel is: I'm interesting 
interested in finding out when the negotiations started. 

As of this date, August 18th, to the best of my knowledge from 
the evidence, Mr. McCallum has no further information except 
other than whet he had when he did his memorandum originally, 
and I would have thought that the negotiations would start to 
say, "We think your profit is a little too high, even at 
eight per cent", So I'm wondering if we could explore that? 

Mr. McCallum: Well, you'll probably have to explore 
it in greater depth with Ken gayxlx Candy «.., 

Mr. Bullbrook: I see. 
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Me. MeCallum 
pecause in that you'll find out he was doing it; but look, 
.« Bullbrook, let me make this clears the Hydro fear of 
fhe man making too muct-Jor my fear, to be personal about it|,| 
yas not really directed to that eight per cent. I had other 
thoughts in mind, if you'll remember, from those memos. 
The rate of interest at elght per cent I found very attractive 
with my knowledge of interest rates in the market at that 
time; very attractive. So I was pleased and almost sceptical 
what he could even get it for eight per cent. 


Mr. Bullbrook: I realize that but if you bear 


with me for a moment - I must say that this /kind of a deflection 


from my main thought,1 realize that eight per cent would make 


you happy. 
Mr, McCallum: Sure. 
Mr. Bullbrook: But, of course, z as I glean 









the evidence, the most fundamental consideration in this whole 
avai kabik; 





t “transaction as far as profit shay co cerned, 1s the 


_ financing rate over that length of time. As Moog himself 
| has admitted, one-eight of one point is a tremendously 
co 
significant feature. So that I'm ingterested, Mr . MeCallums 


in the fact that you were originally disposed to feel that 


i; 


at eight per cent : 
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7o—£-2¢1that_at eicht—peneens there might well be an undue 


profit tdthe developer, 

Mr. McCallum: For reasons other than the eight per cent, 
really. You will remember that I was busy concerning myself with 
what you would eall a windfall off the top at that moment. The 
money that you can make on the cost of your money wasn't really 
figuring so large in my thinking. I knew it was there. What was 
going on in my mind was "Gopal How would it be if the man ean 
borrowwas I was then saying$35 million and put the building up 
for $30 million? That's a lot of money right off the top. So 
that was a thought I had. 

Then I was busy hitting away at Candy and his people 
saying 13 there money in here for him on this maintenance? Is 
that a possible thing?” You will remember I tried to describe - 
and Mr. Shibley has given you the three places I was then looking 
at for money. Now I wasn't then looking at this; we looked at 
it subssequently when we got down to the place where we were 
talfing a little more common sense instead of people saying { don't 
know where I am going to getgitoneyg, I don't know eI havewn't got 
it yet * That didn't figure very large in our thoughts at that 
moment; it did later as you will see. 

Mr. Shibley: I was taking you to sa==3--- 

Mr. Gaunt : Mr, Chairman? 

Mr. Chairman: Mr. Gaunt? 

Mr. Gaunt: May I pose a question at this point? I am 
wondering @ Mr. MeCallum - and this results from your comment 
that you couldn't find out the source of the money or the interest 
rate at which it was going to be borrowed - is this in your 
experience common to be confronted with that sort of problem at 


this particular stage, just prior to the negotiation stage? 
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Mr. McCallum: Yes, it certainly is. 

Mr. Gaunt: So there wasn't anything unusual in your 
view about not having that information? 

Mr. McCalium: No, not the least bit. You will find, 
Mr. Gaunt, that in this stage of this sort of a transaction 
people have to go to their financial people and ere Fe I get a 
deal with so and so, and if I get it on these terms, will you 
lend me $45 million? Well you know they don't play ifs when 
they are talking about $45 million, and the most you can get is 
somebody saying Well we'll certainly entertain it, We'll certainly 
think about it, Ana you make your bet on that and then fo and 
try and find your money. That's the way it is done, You don't 
get commitments. 

Mr. Shibley: Mr. McCallum, while we're on that point, 
as I mentioned yesterday, it is clear that Mr. Moog was thinking 
in terms of $50 million for some period of time, Ana even if the 
rental rate was to be fixed at $4.92, is it fair to infer from 
that that even if this building had cost as much as $50 million, 
or the cost of Mr. Moog's money was more than eight per cent, 
because he had committed to provide the building at a rental of 
$4.92, he fully expected to be able to do so at a profit to 
himself? 

Mr, McCallum: I would assume so, but there again you 
have got me trying to look into Mr. Moog's mind. It 18 not a task 
I like, but you know 4==,--- 

Mr. Shibley: I am not asking you to do that but I am 
wondering how much leeway is in this transaction for Mr. foams 
in the sense that if he considered that he could expend as much 
as $50 million, or incur a cost of money over eight per cent, 
and stiil live with $4.92, when he ultimately got his money at 
eight per cent and was committed to a building of $45 million, 
does that assist us in trying to understand what was in it ro 


for Moog, using your terms? 


Sept. 5, 1973 
11,10-11.15 a.m. 
M.F. 


H - 2087 - 3 

Mr. McCallum: No, I don't ttink so at all. 

Mr. Shibley: I see. All right. 

Mr. Allan: Mr. Chairman, would it be fair to ask Mr. 
McCallum if he really thought that Mr. Moog ever expected that 
building to cost $50 million? 

Mr. MeCalium: No, I said yesterday, if you remember, 
emphatically, I never heard him mention the figure at any time, 
the *&#xMEEEE $50 million, emg I am betting, just as much as 
Mr. Allan would bet and a dollar more, that he never had it in 
his mind that it was going to cost that. $34 a foot multiplied 
by anything that we were then wsing for the gross area of the 
building doesn't get anywhere near $50 million, am@ I don't 
know anybody tlat goes to a deal saying "Boy , I am such a 
benefactor, I am figuring this deal in such a way I am going to 
put in an extra five or six million dollars of my own.* No way. 

Mr. Shibley: Well I WANCEd CO bemmenseans- 


Mr. Bullbrook: In response, to weverse your question, 


if he was = Mr. Shibley's question was of course if he was able 





ee 


Tape H - 2088 follows 





—ot ST 3. CRF Th RL INN " 
= ¥ ~ 


H 2088-1 Sept. 5/73 
11:15-11:20 am 
(Mx, Bullbrook) PLG 






to finance or even contemplate amortizing an obligation of 
$50 million over 30 years at a base rate of $4.92, that is 
the question. If he was able to 8 anticipate that and that 
is his evidence... 
Mr. McCallum: But... 
Mr. Bullbrook: Wait a minute, Mr. McCallum. Please 
bear with me. Your response is that you thought it would never 


cost $50 million. 
Mr. McCallum: That's right. 
SE SS a 





Mr. Bullbrook: @&& That nageseebasserhg 
questiong that was put to you. 

Sze/ 

Mr. McCallum: Well let me then the other side. 
The very purpose of the examination that you have seen in my 
memos so far a was to close the very gap you are talking about. 
What you are now saying is, supposing he could borrow on 
Hydro's covenant, $50 million,and spend less than that to 
build the building. That is precisely the gap we moved to 
close and was the first one that we became concerned of. It 
4s the one I call profit off the top. 

My. Bullbrook: Right. Mr. McCallum, them essential 
ingredient is that this committee will never leave here, because 
of the posture of Canada Square, BB knowing exactly what die 
that building is going to cost. This committee won't, and I 
put it to ee Gene a will the Ontario Hydro Electric Power 
Commission ever know exactly, because Canada Square throughout 
have taken the position that that is their own business. Now, 
- think that what Mr. Shibley Peers en a very 
important, vital and valid consideration, Whether he bills it 
for $50 million or not, you have his own evidence that he was 
prepared to amortize that ou itgnvcon Havens already committed 
himself to a base rate of $4.92. Now you did a good gp job 


subsequently... 


H 2088-2 Sept. 5/73 
11:15-11:20 am — 
PLG 
Mr. McCallum: No, but, there is one other thing that 
bo0v€ 
I am not sire. Of course he may have said that. I wasn't in 
the room when he said it, but one of the things they did. 
a4 did two things; first was, we put a limit on his borrowings 
and he can't borrow more than $45 million. 
Mr. Bullbrook: That again.. 
Mr. Shibley: Noyou are missing the point. 
Mr, Bullbrook: That is n 
“tater sere beeper SOE bie 
Mr. McCallum: The mami second thing is... 
Shed ol ile 2 sh 


't the point. 


Mr. Shibley: Listen,to him. 
Mr. McCallum: All right. I am listening. 
Mr, Bullbrook: The point is that in his mind, 





according to his evidence, after committing himselfy unequivocally 
to $4.92 return over the 30-year period, he felt he could 
amortize that capital obligation. 
ran MeCallum: Good for him. He was never going to 
have the obligation. That is what I keep saying to you. 
Mr. Bullbrook: We must understand each other, Mr. 
McCallum and myself. 


Mr, McCallum: Yes, because I guess we don't. 





Mr. Bullbrcook: Well, these comments Mr, MeCallum 





are in no way intended to either peripherally or directly cast 
any doubt on the job that you did for Hydro, 
Mr. McCallum: No,I realize that. I eng or aa 
ya ol ee vA ° ‘~ 
taki fogeobous u derstandin is my fault I Kk. 
n Bt y fault, thin 


Mr, Bullbrook: Mares 25 is what I understand Mr. 





Shibley's question to be. 





Mr, McCallum: Well then I dort understand either 
of you and I will try very hard. Let's go around the Mulberry 


tree once more and I will see if I can tune in. 





Mr, Bullbrook: The evicengesthen af Mr. Moog is 
that at least for a part of the time and just about contemporaneous 
with this time, that there was a thought of borrowing $50 million. 
$50 million, And that he had committed himself to a base rate 


H 2088-3 Sept. 5/73 
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of $4.92 to Hydro, 50 I think it follows as a matter of logic 
that ne Bia sophisticated business man, must have been able in 
his own mind, to work out the fact that at $4.92 he could 
amortize that $50 million. Now if he only %& has to borrow 
$45 million and amortize that at $4.92, it leads us to the 
conclusion that somewhere along the line in that $4.92 is a 
profit availability perhaps of $5 miliion and this is the 
exercise that we are getting into. 

Mr. McCallum: No. It may be an interest rate. He 
might well have had in his mind that he could borrow $50 
million, pay interest at 6 1/2 per cent and amortize it off at 
$4.92, You can pay more at a @ lesser interest rate. 


Mr. Bullbrook: Then we as 4 committee will Gimm 





have to evaluate whether at the time he was thinking of $50 
million he was thinking at 6 1/2 per cent. 

Mr. MeCalium: Sure you will. 

Mr. Bullbrook: I want to ask one more question, if 
ne may, because Mr. Gaunt did get a response. The response in 
connection with his umes question which I think very probative. 
was that at this stage of the negotiation it was normal in 
development matters of this nature for the owner not to have 
the developer disclose the interest rate because in many 
circumstances the interest rate hasn't been fixed. I want to 
put it to you, at the time of the execution of the final 
contract in connection with proposals of this nature, is it 
normal for the owner not to know the financing costs, or the 
interest rate 2 rather, of the developer, at the time of the 
final contract? 

Mr. McCallum: I can't think that there would be such 
a thing as normal but I can tell you that many financial 


institutions -- I will have to see if I can help you -~- many 


financial 
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+ institutions will not give a 
binding commit#ment until the deal is made. 

Mr. Bullbrook: All right. Well, that again, sir, 
is I think readily understood even by lay people. Do you 
understand what I'm saying? It goes without saying that 
Royal Trust is not going to commit themselves to a developer 
until they know what the#@ covenant on the lease is going to be. 
But I ask you,sir, as an expert in this, is it normal and your 
answer might be there is no normal, but is it normal at the 
time of the execution of the Sm final contract between the 
owner and the developer that the owner doesn't know the cost 


of financing or the phphahtaiehak I cbeweth voce the developer? 


Mr. MeCallum: No. 





Mr, Bullbrook: I would’ think it is not normal. 





Mr. McCallum: I suppose it's the normal that's 
hurting me and you've quite correctly appreciated the 
difficulty in answering the question because you've used the 
word normal. You see, if a man has a commitment, then I think 
it would be abnormal not to reveal it. If the man has no 
commitment, he can't reveal what he hasn't got. And I'm 
just pushed in between those two pllilars, aren't I? I can't 


help Lhe, 


Mr. Bulibrook: I want to carry this forward. 





If he doesn't have a commitment, is it normal for the owner 
to enter into the contract without the developer being able 
to fulfill his obligation? 


Mr. McCallum: Oh, sure, because the owner then 





protects himself. The owner hasn't lost anything. The owner 
says I'm going to get you to build a building and if the 
developer comes along and can't build it, what has the owner 
lost but some time? 

Mr, Shibley: her orotests himself with a performance 


"eerreneressscttuenmunegcas nen? 
bond, 
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; Mr. MeCallum: Or other ways. 





Mr, Shibley: In this case the difficulty emanated 





from the fact that there was a $2 million built-in protection 
put that was the limit because there is no other assets in 
Canada Square. 

Mr. McCallum: No. 

Mr, Shibley: But limited assets. 

Mr. McCallum: No, sir, that wouldn't be so. 
The land and the construction as it went up was an asset ,-y 

Mr. Shibley: Well, the land belongs to Hydro. 

Mr, McCallum: Yes, sir, but that land then under 
this deal becanize available to them for borrowing under the 
constraints that we've mentioned several times. 

Mr. Shibley: May I ask,you, Mr, MeCallum, when 
did Hydro first know of what the permanent financing 
arrangements were that were made by Canada Square? 

Mr. McCallum: Well, they would have to speak for 
themselves. I don't think I knew until this inquiry was 
announced. 


Mr. Shibley: Exactly. 





Mr. McCallum: Exactly. 


——— eel 


Mr, Shibley: I understand that's the position of 





everyone within Hydro, that when this inquiry was already 
under way, Mr. Moog had yet to tell them about his permanent 
financing arrangements. 

Mr. McCallum: Yes, I think that's SO, sir. 


: 5 


er ARTES TTBS TNA LETITIA EA aN 
Mr. Shibley: Yes, now that he pursuit 





of Bullbrook's questioning ;,.2. 
Mr, MeCallum: Mm-mmh. 
eNO L DELLE SIE 


Me. Shibley: pears that normal? 





Mr. McCallum: Yes. The agreement contemplated that 
eT 


very thing. 
Mr. Shibley: I see. 


ena 
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Mr. McCallum: The agreement has pod 





Mr. Shibley: I am not talking about the agreement 
because the agreement may contain things that are unusual. 
Mr. McCallum: You asked me if it's normal and 
I said yes and this agreement contemplated that very thing. 
Mr. Shibley: I see. 


Mr. Allan: Mr. Chairman, could I just ask one 





question!’ 

Mr. Chairman: Mr. Allan, 

Mr. Allan: Forgive me. Is it usual in a proposal 
system to require performance bond? Having regard for a 


lease—-back Jee 





a Or a lease purchase agreement, because 
the building after all is owned by the contractors? 

Mr. McCallum: Under circumstances such as this, 
it might give some comfort, but I think that it wouldn't be 
usual at all. It isn't needed for instance, in my view here. 
We started off asking for it, Mr. Allan, and I soon concluded 
Seete— a couple of things - the cost, if you could get one at 
all, was utterly too much it seemed to me, and there was some 
doubt whether you could get it ak all and it became clear that 
what we were doing here was able to, since we weren't putting 
up any money at any time, and since we were making certain 
that they couldn't use our asset called the land except to 
put brick and mortar on there that they paid for, that we were 
in a postion to take over at any time and complete that. 

Mr. Shibley: Mr. McCallum, you have heen involved 
in undertakings where) by reason of bankruptcy or te otherwise, 
the owner has had to take over completion of the building ... 

Mr. McCaflum: Yes, 

Mr. Shibley:;And you well know that a five per cent 
increment in cost is nowhere near the additional cost to the 
Owner @im.c in those circumstances. Isn't that so? 


Mr. McCallum: Well, but that's .,. 





Mr. Shibley: Will you give me an answer to that and 


Ae 





then go on with your .... H-2090 to follow 
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iapeorgeemens yes or no to that. 

Mr. McCallum: Mr. Shibley, you can't give me a broad 
general question and say, five me a yes or ne aa Under the question 
that you asked, I have to know, for instances, are the s&& 
circumstances you're referring to ones where the builder is being 
paid as the building goes up? Is he getting progress advances? 
That's what gives the big problem in iaeobeeg bankruptcies and 
mechanics’ liens. 

Mr. Shibley: In this particular arrangement what 
you really have is $2 million worth of security mg against the 
bankruptcy of the developer. Is that correct? 

Mr, MeCallum: I have $2 million up as security and 
I have not a nickel spent. In other words I have his $2 million. 

Mr. Shibley: I'm saying that's the limit of your 
security. He is entitled to encumber the property to =aesa 
everything beyond $2 million. 


Mr. MeCallum: Oh no, only after he's then mas got 





a take-out. 


Mr. Shibley: I'm saying he's entitled to encumber 





the property tmmagamgsx beyond the $2 million. 


Mr. McCallum: Yes, he's entitled to encumber the 





property beyond the $2 million provided he's got a proper take-out 
30 that we don't @® get stuck in there. He has his permanent 
financing and he can't put an interim mortgage on iim there at 
all until first of all we Naggamge have proof that he has 4 binding 
first mortgage commitment, That puts us in a delightful position. 
My. Shibley: Mr. McCallum, ali I'm saying is this. 
$2 million is less than five per cent of this project's cost. Is 
that right? 
Mr, McCallum: & Yes, arithmetically that's true. 


Mr, Shibley: Yes. And in the event of a default, 
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11.20 to 21.25 am 
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(Mr. Shibley) 

and I'm not talking about Canada Square, the general experience 

is that when bonding companies, for example, have to go in on a 

performance bond to complete an incompleted building, the cost, 

the additional cost incurred in that circumstance exceeds five 

per cent. That's the general experience. 


Mr, MeCalium: I don't have that experience. 


Mr. Shibley: I'm surprised to hear you say that 





because your firm is so prominent in the bankruptcy field. 

Mr. McCallum: Well, I just don't have Sm that 
experience. 

Mr. Shibley: Ail right, then let's go back to the 
documentation then. I'd like to look at page 35. You had a 
meeting at the chairman's office on August 23. Would you please 
tell this committee the subjects that were discussed and the 
content of the discussion with the chairman on that date? 

Mr, McCallum: It's very difficult. I've looked and 
looked at that memorandum. I've talked to Mr. Genest and I've 
talked to Mr. Houser and I've done everything I ean to try and 
find a peg @m to hang my memory on as to what transpired. I have 
no direct recollection. I believe, however, that we discussed 
a pending press release and that Mr. Gathercole was concerned 
about a press release that he mskwage wanted to put out. That's 
number one. And he asked me about various aspects of that. I 
have a much vaguer recollection, and I suppose maybe this is a 
conclusion that I'm coming to now that we had some discussion 
about the possible profits, or wake was in it for Moog but, Mr. 
Shibley, I've done my level best because I anticipated your 
question, I did it as recently again as last night and I have no 
better recollection than that. It isn't that I wouldn't tell eee 
I just tell you I haven't got a recollection, 

Mr. Shibley: Mr. McCaliym, I'm going to give you 
some background which, hopefully, may refresh your memory. I 


don't know that it will. On August 21, Mr. Smith wrote to Mr. 


z, H-2090-3 Sep. 5/73 
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(Mr. Shibley) 
Seguin. On August 22, Mr. Candy met with you and there is a note 








in Mr. Moog's diary of Candy. “el Gi 
Mr. MeCallum: lati Just say 9. fig eee ener aN Smith 
to Seguin. 
Mr. Shibley: Mr. Smith wrote to Seguin. 
Mr. McCallum: Yes, now what was the next one? 
Mr. Shibley: On August 22, gs Seguin received that letter. 
Mr, MeCallum: Seguin got letter, yes. 
Mr. Shibley: And Mr. Candy also met with you on 
August 22. 


Mr, MeCallum: Yes. 





Mr. Shibley: And on August 23, I'm just looking at 
ea A. 









my chronology here, the events of that day, 
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T(r. Shibley) > 

asarefresh everybody's memory . That's the day Mr. Singer was 
retained and it was first raised that he would have an ongoing 
retainer that was made firm in November. And on that same day 
you had your meeting with the chairman. The press release 
which you've referenced was August 25. Now, what I'd like to 
know is whether you had any discussion with Mr. Gathercole. I 
might say also that on August 25 there is a document, suggested 
answers to questions, that was part of the productions of Hydro. 
I want to know whether, in the conversation you had with Mr. 
Gathercole on August 23, it was any part of that discussion that 
there had peeh/Wonplaints of Ellis-Don coming to athe attention 
of Hydro, that they were concerned to prepare answers to any 
questions that might evolve and so on? 

Mr. McCallum: Definitely not. I wasn't aware 
of that matter until after this enquiry opened. 

Mr. Shibley: All right. So that, so far as 
the conversations you had with Mr. Gathercole on August 23, that 
did not alert you to any circumstance of concern within Hydro, in 
the period in question? 

Mr. MeCallum: Definitely not. 

Mr . Shibley: Can you add anything then to your 
recollection of what went on in the discussions with Mr. Gathercole 
on August 23? 

Mr. McCallum: Nothing to what I've said. 

Mr, Shibley: Well, then, we'll go on, Mr. McCallum. 
On page 36 is a letter of Canada Square. Incidentally, I'll be 
dealing with this letter with Hanscombd Roy's representative. 

Mr. McCallum: When does the chairman intend to 
give us a recess? 


Mr. Chairman: When you request it. Are you now 





requesting it? 


Mr. McCallum: I now so do. 


SRO ENE ME ATER RCRD 
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The committee adjourned for a brief recess 


11:33 o'telock, a.m. 
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The committee resumed at 11:45 o'clock a.m. 

Mr.Chairman: Ladies and gentlemen, I call the meeting 
back to order. 

Mr. Shibley: Page 36 of the exhibit book, and this is 
a letter from Canada Square which starts off "referencing the 
agreement made the 24th of August between you and us relating 
to contruction by us and leasing of your new head office 


building? I think he is talking about the mm draft agreement. 
Mr. M cCallum: Wait until I get tuned in now. 





Mr. Genest: What page, Mr. Shibley? 
Mr. Shibley: Bage 36 of the brief, "unless the 
eontexst an): 
kankagks requires and so ons 

"Following completion of the construction of the 
building, the building architect shall certify to Hydro and 
Canada Square the cost or value, whichever is the greater, of 
the useable office space contained in the building". 

Now you have some note there, 


Mr. MeCallum: Yes 


Mr. Shibley: What does that mean? 





Mr. McCallum: I have the words "in the market". 


Mr. Shibley: I see. And a que-stion mark to the side, 





I realize this scheme was never implemented but this was the 
then thinking of Canada Square I gather. Is that correct? 
Mr. McCallum: Yes, I think that's true. 





Mr. Shibley: Now then coming down it says: 





"In calculating the costs or value of the buiiding 


there shall be included: 


“(a) all payments to subg-contractors engaged in the construction 


and so on". 
For example, you have got a note "sewerg imposts, 
moving of services construction", and then 
"(b)#costs of labour and services", and to the left would 


you please explain your note? 
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Mr. MeCallum: What have I got? 

Mr. Shibley: Kickbacks. 

Mr. McCallum: Kickbacks. Well I don't suppose to 
this audience I have to explain kickbakks and I don't even 
know why you want to, but if you m_ust, I was conscious of the 
fact that some contractors are able to arrange for payment of 
a certain sum of money which they call their cost, and it isn't 
theirz® true cost. 

Mr, Shibley: Now MR. McCallum, having regard for the fact 
that Canada Square take the position that they are not even going 
to provide their costs to Hydro, induding the cost of sub- 
contr acts, cost of material, etc., @ammemstmms - what effect 
does that have upon the ability of Hydro to ascertain whether or 
not there are any kickbacks? 

Mr. McCallum: None. It doesn't any ionger matter 
under the present formula. 

Mr. Shibley: Well we'll get to the present formula, 
but when you say that, you mean that because the cost concept was 
abandoned then if Mr. Moog is getting any kickbacks it doesn't 
matter because it is going on an appraised value formula? 

Mr, MeCallum: That's what I mean, but I want to be just 
alittle more particular if I may. I say that when you are not 
estimating the cost to Moog you we not worried about such things 
as kickbacks. If you are estimating the cost to Moog, you like 
to know the true cost to Moog. Then you start worrying about 


things like that. 
Mr, Shibley: Exactly. And that is why it was a matter 


Oy AR ITE RRA LS MIT ASAE 


for concern on your part on August 24, 72? 


Mr. McCallum: Because I thought Yg@p-were dealing with 


the true cost to Moog. 

Mr. Shibley: That's right. Ali right. Then he sets 
out a number of things. As I say I afi goin g to be dealing 
with a lot of this with Mr. Rasmussen of Hanscomb Roy, so I 


won't exereise you about it, but I notice under (d) you have got 


Sept. 5, 1973x 
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\ circled "royalties". Is there any reason for that or did 
you consider it or what? 
Mr. McCallum: Yes, I considered it and said to myself 
"Blank cheque". Here is somebody gis ine ee it wasn't quite 


the way you read it, I think, sir, @ 








me: What this proposal was saying in 
calculating the costs of the building there shall be included 
(ad) - among other things - royalties. 

Mr. Shibley: Yes, 

Mr. McCallum: Well I underlined it and said to myself 
"look out now", that's how far I went. It was a thing that I 
didn't want to forget that I didn't likeg, unexplained and that 
wasn't anything that I was going to accept without further 
explanation. 

Mr. Shibley: You used the expression"blank cheque" once 
before, or it has been used once befgre in the context of this 
exhibit when it was otherwise introduced. In the overall had 
Hydro agreed to this type of ggrrangement it would have amounted 
to a seer blank cheque. 


Mr. McCallum: Yes, or a cheque for an awful lot of money. 





No, I ie or are right, blank cheque. 


Mr. Shibley: In fact it was never the agreement? 


— 





Mr. MeCallum: No, quickly and immediately it was never 
accepted, 

Mr, Shibley: Right. This was another try-on I gather by 
Canada Square? 


MR. McCallum: Oh I am sure it was. 
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Mr. Shibley: Now tnePotner part of Rae that 


document under "G", they were claiming for in addition, 
10 per sant of the cost of the building for overhead and 10 
per cent for construction profit. Those figures, 1 take it, are 
fairly to be compared withx your g figure of 3 per cent for 
each of those items { | 

Mr, McCallum: I eux guess they are. Certainly the 
figures didn't appeal to me in the gmaniga context in which 
they were given because they were trying to say|, and I think 
the whole of that paragraph has to be looked at in the sense of 
their saying|| when you are calculating cost we, Canada Square, 
are going to define it and we are going to define it as 
ineluding 10 per cent and 10 per cent whether it is ever spent 
or it isn't spent. I don't have to say much more than that. 
We weren't agreeing to that. 

Mr, Shibley: No. Can I take you then to page 38 
of the brief. 

Mr, MeCallum: I am sorry sir, somebody else was 


asking a questinn. 







SLect el iddenmux Glen Hodgson. 
wr. BR. Hodgson: Is it the same as for item 3 of 
G? 

Mr. Shibley: Royalties for features. G.3. 

Mr. MeCallum: Well yes. I didn't really then 
understand what was mem meant by it and I must ay say, Mr. 
Hodgson, I didn't spend very long thinking about it. The whole 
document didn't appeal to me & at all. I can't say that I 
then thought and think and have heard and thought since about 


royaities. I can't say so, 


H 2093-2 Sept. 5/73 
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Mr. Shibley: I'd like to go on then to page 38 of 
the brief, I gather you had a discussion with Moog on this 
day? 


Mr. McCallum: No, 





Mr. Shibley: I am sorry. Well, how did this, 

Mr. McCallum: That memorandum is a memorandum that 
was taken down by my # secretary and represents her notes, which 
She put in typewritten form for me, of a statement which she 
said was made to her by Moog on that date, 

Mr. Shibley: Made to her by Moog? 

Mr, McCallum: Yes, Sir. 

Mr. Shibley: Now would you please ZO through the 
note then and give us the benefit of your comments? 

_Mr. McCallum: Well according to her notes, she says 
that Moog said to her: 

"We have to complete the agreement this week. I told 
him'}|this is Sy Secretary —_, 

Mr. Shibley: This is on August 28 incidentzaally. 

In case| there is a date given to the left. It may be hidden by 
the other,... 

Mr. McCallum: That is her writing again. I don't 
know. 

Mr. Shibley: So that, according to this, on August 
28, 1972, Moog had called and said that he had to hxe have a 
complete agreement that week. Would you carry on please? 

Mr, McCallum: Yes. And she says; 

‘IT told him that except for a few hours on Tuesday, 

I did not think you would be in this week, at which he nearly 
fainted.' Well, yol7eot to know her, bless her. That is the 
kind of language she uses, It says: 

'We must get the agreement done this week without 
fail or all his building plans will be set back. Also asked me 
who in this firm would be dealing with the road Glosing,' 


He went on apparently to say: 
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'You had suggested you might get someone here to 
do it but if you can't then he would suggest Vernon Singer 
because he would be good to do the work politically, too. 

Then Mr. Candy called with the same thought. Wants to meet 
with you and Moog. Moog didn't mention having Candy at the 
meeting.' 

Mr. Shibley: Now then, did you have any discussion 
with Moog or anyone else about the shueeed suggestion that Mr. 
Singer be retained in connection with the road closing, I gather 
4s what is referenced here, isn't 4t? What I want to make clear 
is I gather that the suggestion by Mr. Moog that Mr. Singer be 
retained was a suggestion that Mr. Singer be retained with 
respect to the closing of the road. It was not a suggestion 
that he be retained to handle the whole Hydro deal was it? 

Mr. McCallum: Well 1 don't know but I read it 
exactly the same way you do;that 4f this ever happened then he 
¥must have been suggesting that maybe Mr. Singer would be 
retained to act on the closing of the road. Certainly there is 
nothing in there that I read that suggests to me that he was 
going to be hired for the whole Hydro deal. 

Mr, Shibley: Nor was it =j= I am sorry. Was it ever 
suggested to you, irjany other way, that Mr. Singer should be 


retained to carry on with 
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poe the Hydro end of the transaction, in your absence? 


Mr. McCallum: No, no. I don't remember any 
“ener cere mene See 





such thing. 

Mr. Shibley: Now then, did you ever discuss 
this with Mr. Candy? 

Mr. McCalium: What? 

Mr. Shibley: The retainer of Mr. Singer. 

Mr. McCallum: No, I never did. Never. 

Mr. Shibley: What is the name of your secretary? 

Mr. McCallum: Edith Plummer. Not the one that 
does the @m plumbing. P-l~-u-m-m-e-r, like in Christopher. 

Mr, Allan: I thought he was going to ask for 
her telephone number. 


Mr. Shibley: Did you ever discuss it with her? 





The memorandum. 

Mr. McCallum: Uh-huh. A couple of days ago 
when I saw herg I said, "Soy, that's likely to get you a visit!" 

Mr, Allan: Did she nearly faint? 

Mr. McCallum: I think she did! 

Mr. Shibley: Well, without having her pay us 
a visit, did she expand at all upon what was in the conversation? 

Mr. MeCallum: No. She has no memory of the 
matter at all, other than this. I think she was very surprised 
to find that it was here and in the file. And I'll betcha she 
wishes it wasn't, but there it is. 


Mr. Deans: A lot of people feel that way. 





Mr. Shibley: We'll have a party when this is 
CC CONTE TUNE CBRL 
ail over, to which the requisite admission price is that people 
are in that category. I'm sure there'll be a large crowd. 


Mr. McCallum: Yes, I think you're right. 





Mr. Shibley: Well, I'd like to go on then to the 





next document. 


hae ir 
H 2094 _2 a - 2:00 pm. 


Mr. Deans: Do I understand you to say that 


never did discuss the matter of Mr. Singer's being retained 





with Mr. Moog? 
Mr. McCallum: That's right. I have no 





fi 
eo of ever speaking about Mr. Singer to Mr. Moog. 


I don't ever remember anything like that. 


Mr. Deans: Do I also --- ; pee rx 
~ Peed 45 X€ clozed, Ane es Ae . 
i Mr, Chairman: There was 4 I'm sorry. 









You carry on, Mr. Deans. 


Mr. Deans: Well, do I also understand you to 





gay that you did not recall reading this memo before? 
Mr. MeCallum: That's right. I haven't read 











that until just very recently. When I was sitting up here every 
day my secretargy was putting together, from all the files, this 
4 vail 

stuff that Mr. Shibley has. And, much to the disgust of Mr. 


enest, I haven't been reading it over. And it's only just very 


LT Heck 4h particular ee Sa ally Dick Stubleg 
recently I refreshed my mory B 8S over. > gx 


ey aeady fer me, BUC 
PtCHinivy Only Li Ais last few days, and that's when the episode 












happened with my secretary. 
} 4 








Mr, Deans: What day of the week was the 28th? 


onday? 
Mr. MeCalium: The 28th of 1972? Well, patience 





now. Let's see what I can do for you. 


Mr. Deans: I assume it must have been Monday. 
eee 


Mr, Genest: Monday. 








| Mr, Deans: Monday, is it? I'll wait until Mr. 


oe asks about the next exhibit. 

Mr, McCallum: Well, you know, funny enough that's 
ot the way I read it. You two fellows must be looking at another 
ealendar than I am. The 28th of September, is it? 

Mr. Bullbrook: August. 

Mr. Shibley: No, no. August. 

Mr. MeCalium: Oh, I'm sorry. August. Then I do 


agree with you. It comes on a Monday according to my calendar. 


Sept. 5/73 
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Mr. Deans: _ Well, we got agreement on something. 

Mr. Chairman: Mr, McCazium, there was a road 
to be closed. Is that correct? 

Mr. McCallum: Well, there is that little road 
that has never been used that comes out onto University Avenue, that 
Mr. Moog had some idea had to be closed, yes. I'm not certain 
where that stands now. 

Mr. Chairman: By the present plan, has it to 
be closed? I see Mr. Sissons shaking his head. 

Mr . MeCalium: No, I don't think it is. I 






don't think it's intended ekedeee. is it Ken? No. As you'll 
see in some of these things, Mr. Moog had some idea - maybe it 
was more his architect - had some idea that they were going to 
just close that road in the twinkling of an eye, and then they 
were going to build some of this plaza, underground plaza or 
whatever it is, out onto the road. But Ss they found @out when 
they really got into it that the city had tremendous works 
underneath the road, and that and every other problem just made 
it impossible to do, so nothing ever happened. 

Mr. Chairman: So, I don't need to ask you 
who's a es eee responsibility it was to close the road then. 
Because the road isn't to be closed? 

Mr. McCallum: That's right, sir. 

Mr. Shibley: May I go on then with the docket 
for the next day, wherein it's indicated that you had a meeting 
with Mr. Moog from 6:30 to 9:30. I'm presuming that's p.m. Would 
you tell us what was the purpose of that meeting? 


Mr. McCallum: August 29th. 
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ea AS you know, you have my notes and I don't have any 
independent recollection other than those notes, that is 
at all reliable. 
Mr. Shibley: No. You have them, Mr. McCallum. 
Mr. McCallum: Where have I got them? 
Mr. Deans; Are you asking if ie SEAN 
Mr. Shibley: fou ohol'€ give ikem back long 
Mr. McCallum: Oh, that is right. I've got your 
name marked on it. Are they in here? 


roa o: ae 
Mr. peana ‘i Bae bat sl ia revs Kiyo) 






Mr, Shibley: I'm just asking what was the purpose 
of the meeting at night with Mr. Moog that lasted for three 
hours? 
Mr, MeCallum: Well, I can tell you what I 
-yemember of it. Did you find a memorandum of it, first of ally 
is there anything that will help my memory? 
Mr. Shibley: I'm sorry, I can't assist you 
| except this: That you also met Mr. Cangy at nine o'clock 
that morning. 
Mr. MeCallum: Which? Before I went to Moog 
eakx that night? 
Mr, Shibley: Yes. You had a meeting with Candy 
at nine a.m. on the 29th and you met with Moog for three 
hours on the evening, of the same day. 
Mr, McCallum: I haven't got a memo. I'll have 
to do the best I can. Some of the things that I can recall 
talking about were first of all j= and I think there is 
~& memo about this \=\ zoning,» is there not a memo here, 
Mr, Shibley? Wait just a second now, Bear with me. 
Well, let me go on. I thought I had a memorandum. 
We can't turn it up at the moment but the major point was 
the question of zoning. There had been - I guess first of all 
I remember him showing me a model of the building. It might 


weil have been something like this one. 
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CCitr. Me Callum) 

And then the question came up,in the course of 
the explanation of the model, about the fact that he was going 
to put quite a bit of commercial Space and he was touting 
his commercial space. And how it was going to Re ae the 
non-commercial on University Avenue .em@s I asked him what right 
he had to put the commercial in and it developed that he 
didn't have the by-law, as I recall, and was working on the 
theory that has 

Mr, Deans: I saw that someplace. 

Mr. McCallum: I have, too, you know. 

Mr. Deans: I read that. 

Mr. MeCallum: In any case, we'll have to try and 
find it. 

Mr, Deans: That's on Friday, August 8th ... 

Mr, McCallum: Let me see the original. 

Mr. Deans: That's the content of the Friday , 
August 18th matter, 

Mr. Genest: Page 33> 

Mr, Deans: Page 33. 

Mr, McCallum: Well, John Says that I don't have 
any notes about it and I accept that. I remember that in 
any event we had this discussion about the zoning which had 
kept all of us} (both Houser and me, and did subsequent ly}_) 
exer@ised with the fact that they contemplated as part of 
their scheme, changing the existing Hydro by-law and I thought 
it was a dumb move to make. And explained it to them, In 
the course of that discussion I discussed with them the arrangements 
that we had made to get a very large commercial area on the north 
side of Eglinton, directly across from where his buildings are, 
on the northwest corner of Eglinton. 

And I discussed with them how we had been able to 


enlarge the commercial area there a 






H~2096 to follow 


:. H~-2096-1 Sep. 5/73 | 
q 12.05 to 12.10 pm 
d fvk 


| (Me, MeCallum) 
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(2 eee -eommerctat—area-there and by provision in the ‘sgunsnenat bylaw 
| thaketeere was little knownthat allowed you to get commercial 


space that didn't count as part of your gross floor area. There 


'/was 2 great long discussion about that aspect of the matter. 




















That came up are times, as you'll see, both before and after. 


I never seemed AB ee? them to understand what I thought was MENG, 
which was that, under the zoning for the Hydro site, it did not 
have a zoning for commercial, and I was concerned that they were 
going to m bump their heads into an application to the city to 
change the kg bylaw and that could blow the whole thing. I know 
that that sort of thing took place that evening. In addition to 
that, I have a agmmiys recollection that on that evening we had 

a discussion about my view that, on the figures that I had been 
looking at, the rough figures I had been looking at, Moog was 
making too much money and that I wanted him to agree that the 
cost to him of the building would be the lever and, if there was 
a cost below $44 million it ought to @® result in a reduction of 


the rent. He just went into orbit, fet not unlike, I guess, 





what you've seen in here. It was that night/that I learned that» 
we had this argument / oe aa as algal Waekermind of Hisnenn 
at some time in his life and we had, for openers, 4 pretty ® good 
argument about that particular thing and we certainly didn't 
agree about how it was supposed to be done. 

Mr, Deans: Are you sure it was that night? 


AEDT TEST ITO 


Mr. McCallum: No, I'm not sure but I think it was. 


AAI A LEIS 


I just want you to be confident that I'm giving you my best 





recollection but sure, I'm not. I thought I had some - I know that 
these things happened more than once, Mr. Deans, and I'm conscious 
of the fact that they're referred to g in other i gale tad I have 

to tell you that these particular themes were often repeated. 

Mr. Moog and I spent a great deal of the time that we were together 
arguing initially about zoning and, subsequently, having great 


matehes over what this formula should say. 


7 
| 
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Mr, Shibley: That's the formula referable to the 
nd 
reduction of cost and it was also a formula which was going to 
P 


govern the amount he could borrow against the building. 


Mr. MeCallum: That's right. 








Mr. Shibley: So you viewed this to be of great 


significance Ma 





Mr. MeCallum: Sure. 


Mr. Siar Shibley: The wording and intent of this 





formula was a matter of great substance to youl 

Mr, MeCallum: It was indeed, gimme sir. And @® the 
only otherthing then that I remember happening that night was that 
in an effort to demonstrate to me, because I was extremely sceptical 
about the view that he held that commercial enterprise on University 
Avenue would be good, and therefore, good for Hydro, he took me 
downstairs and into another part of the building where they have 
this great big tues 





barnlike room called the Sesmmm Generator 
and it was just packed fuli of kids drinking beer and noise and 
he said ‘mums "There's the sort of thing that brings people and 
this is a success." He was using it as an example of what it 
could do. That's about the best memory I have of what transpired 
that evening, 


Mr. Deans; He's at least consistent. He showed us 





the same thing. 

Nr. MeCallum: Did he? I guess you get grooved when 
you're a salesman and you use the same pitch from time to time. 
In any case, that's how I remember it. 


Mr. Shibley: All right. Then, I'd like to go on 





and deal with page 40, August 30. 


Mr. McCallum: Look, can I just refer you to something 





so that you'llg have it in g your mind,” 
Mr, Shibley: Yes, 





Mr. MeCallum: Do you remember we were trying, or I 
was trying very hard to give you every assistance I could on what 
heppened in front of the commission on July 19? Well, Ken Candy, 


or Jim Durand, one of them, pointed out to me at the break that 
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| (Mx. McCallum) 

‘you'll be assisted in another way by looking at exhibit 83, which 
43 a memorandum of Candy's reporting, at that time, on what 
transpired at that time and you'll be interested to note that 

| some of the Se ae he used are exactly those that appear in that 
memorandum of mine on July 19; that figure, for instance, of 

| $432,000 appears right there 

Mr. Shibley: Yes, we covered that. 





Mr. MceCallum:H/If it gives you any help. 





Mr. Shibley: Yes, that's why i - 





ex Mr. McCallum: I wasn't here, sir. 














Mr. Shibley: - interjected when ~- 





| Mr, MeCallum: I just wanted you to know that there 


was that other source. 
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Mr. Shibley: /If we could go to page 40 of the brief. 


Semen fl 
Again,was this just general review? I am interested as to why 
you were attempting to reach Coles. Would that have to do 
with matters financial? 
PSH 
Mr. MeCalium: I gmak wasn't as you can see. That 
E. H. means Elmore Houser. 


Mr. Shibley: Oh I am sorry. 





Mr, McCallum: He was now coming into the bnominry 

Mr. Shibley: Have you any information as to why 
Mr. Houser was attempting to reach Coles? 

Mr. McCallum: No, Sir. 

Mr. Shibley: You haven't taken that up with him? 

Mr. McCallum: No Sir. 

Mr. Shibley: Now, then, on September 5 there is a 
memorandum, page 41, and it seems to be a draft of what your 
firm intended to be included in the agreement as to costing 
the building, the formula for the abatement of rent and limit 
on funding. Is that not right? 

Mr. M@Callum: No Sir. With respect. I don't think 
you are right. You will notice it says, "Mr. Candy's secretary 
called and x dictated the following to me." 

Mr, Shibley: Yes. Thank you. 

Mr. McCallum: "Mr. Candy wants to know your 
opinion on it." 


Mr. Shibley: Yes. 





Mr, McCallum: This was a Candy suggestion which WAS veo, 
Mr. Genes try, nemo from Mr. MceCallum's secretary I 


believe. 7 
| Cot, 
Mr. Shibley: Yes. I see. sss should realize 
EOE taatas 3 
that. Well then, going to the very next document, this 


appears to be the draft by Mr. Houser J )that is on page 42) pf 
the formula that found its way into his September 15 draft, and 








| H 2097-2 Sept. 5/73 
I just alert everyone's attention to the last hand-written 
paragraph on that page 42: 

"In order to assist the consulting architect in 
making his certification, the genex parties hereto shail 
make available to the consulting architect, all accounts, 
records, invoices and such other material as he may reasonably 
require." That was in Mr. Houser's draft & of <i September 
15 as well; so do I take it from this that the argument with 
Mr. Moog in respett of the formula was being carried forward 


into September of 1972? 

















Mr. MeCailum: Yes, Sir you certainly may. 





Mr. Shibley: And your firm was intent upon a wording 
that would permit a true costing of the building, as opposed tol. } 


Ou A 
and the production of records thatypermit a costing. Is that 


correct? 


|. Mr, McCallum: Yes. If I can use instead of your 
| languag’> the words ‘true costing!, just\Moog's costin'. We were 
| driving to get Moog's cost. 

Mr, Shibley: Yes. All right. Well. can we go on then 
to the =< there is another document that I am not putting in 
exhibit for a variety of reasons but I want to deal with some 


of its content with you Mr. McCallum. It relates to matters 





set forth in a memorandum of September 6, 1972. It appears from 


| that that you had discussion with Mr. Candy gn September, on 





the night of September 6,referable to igteoseeeiaees with 
petween a’ and Mr. Houser on the 7thg and in order to be 
selective, in this memorandum it says that: 

"They would handle the details, "they being Houser 
and Candy }_/ 


"end if there were problems, I" 


\fmeaning yourself), | 
"would find out what they were from Houser and I 










































































would in turn communicate them to Candy and we would use our 


pest efforte to iron out the kinks as they arose." 


H 2097-3 Sept. 5/73. 
12:10-12:15 pm 
That is the end of the quote So that that was an arrangement 
that was made while you were trying to get some time off. Is 
that right? 

Mr. McCallum: Yes, 

Mr. Shibley: And then later on, the memorandum says; 

"On Tuesday the 5th, I" 

\tenat is yourself} ) 

"had had a lengthy meeting witiouser in his office 
at which we went over all the points that he had noted from 
his reading of the papers. Also on Tuesday, September 5, 
telephone conversa#ion with Henry Sissons and the general 
strategy was sety i.e., if and when problems arose I would be 
told about them by him," 

\—|nameiy Sissons, I gather. 


Mr. McCallum: Just a minute. Say that again’ 
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Mr, Shibley: I think this is very important. 


) 
é@imms. I might say to the committee members, thereys good reason 


sfor not putting in the whole of thés memorandum, but there 


\See-very important content in the memorandum and I am 


reading Lete-into the record. And part of it is, "Also on 


Tuesday, September 5th, telephone conversation with Hen@iry 


Sissons - 10"-—that means 10 meea minutes, I gather 5-"and 
the general strategy was set, i.e@., if and when problems 
arose, I would be told about them by him and I would work them 


out with Candy and with Moog. He was not to take a hard line 


at any time because it was in Hydro's interestnow that they 
have made a public declaration of the deal, to try and work 
out the iipoper deal and get the building constructed." 

Now, I take it, Mr. McCallum, that on the 5th of 
September, you had a telephone conversation with Mr. Sissons. 
Is that correct? 


Mr. McCallum: Yes. 


Mr, Shibley: And, as a result - I'm sorry, on 





that day you also had a fairly lengthy meeting with Mr. Houser, 
your partner? 

Mr. McCallum: Yes, sir. 

Mr, Shibley: And you were reporting to Mr. Houser 
as to what the general arrangements were respecting the 
handling of negotiations with Ganada Square. Is that correct? 

Mr. MeCallum: No, sir. If you are referring to the 
fact that as a result of a telephone conversation with Henry 


Sissons o.oo 


Mr. Shibley: Yes. 





Mr. McCallum: .. .4agmmhe. what I refer to as the 


oo 
general stmabauex. stratedcy was set, that's not so. 


—F 
What that memorandum says is/T was dictating it, as you can 
gee, and as thoughts were popping into my head I was putting 
—<9 
them down and I was trying to keep my idea of dockets;and how 


H-2098 - 2 September 5, 1973 
12.15 - 12.20 p.m. 
M.R. 
(Mx, McCallum) 
«6 reads is the following: a had a lengthy meeting with 
Houser in his office at which we went over all the points 
that he had noted from his reading of the papers.(Time of 
this meeting 4.30 to 6.00), And then another thought occuréd 
to me. {Also on Tuesday, September 5, telephone conversation 
with Henry Sissons - 10 minute) 2” Then I go on to what I'm 
talking about. "And the general strategy was set, i.e., if 
and when problems arose ...". That is relative only to a 
Houser-McCallum conversation and is in no way relative to 
a Sissons conversgsation with me. 
Mr, cok otel d Well, that's what I'm trying to 
straighten out. "and 9<feneral strategy was set, i.e., if 
and when problems arose I would be told about them by him", 


Mr. McCallum: That's Houser. 


Mr, Shibley: I see. It's Houser. 





Mr. MeCallum: Yes. 

Mr. Shibley: ce_,"...and I would work them out 
with Candy and with Moog." 

Mr. McCallum: Yes. 

Mr. Shibley: "He was not to take ..." 

Mr. McCallum: Houser, 

Mr. Shibley: All right. Then, can we say. "Houser 
was not to take a hard line at any time because it was in 
Hyd@ro's Intenegs snay that they have made a public declaration 
of the SeAi250 try and work out the proper deal and get the 
buliding constructed? 

Mr. McCallum: Yes, 





Mr. Shibley: Now, did that instruction emanate 
from Hydro? 

Mr, McCallum: No. Me. This was Houser and 

ee 


McCallum ... 


My, Shibley: No but I'm talking about ... 


renee een ES 
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Mr. McCallum: ...who were setting up a battle 
plan for how they could work together to handle this trans- 
action and what we didn't want to have happen is the two of 
‘us flying off in opposite directions. We decided therefore 
that if there was going to be negotiation, he would report 
| to me. And as you will see from subsequent conversations 
and memos of his, he very faithfully did. 

Mr. Shibley: Mr. McCallum, I'm directing my 
- question to the phrase , "Houser was not to take a—Tmigps, He 
(liouser was not to take a hard line at any time". 
Mr. MeCallum: That's right. 
Mr. Shibley: Now, I take it that means that he 
ues not to take a hard line at any time in the course of his 


negotiations 
wsikakcomet=with Canada Square. 






Mr, McCallum: He was to find the problems, that's 
right. He was to find the problems and ta, if they came to an 
impasse and they couldn't resolve it, he was to report to me 
and I'd go to work on it. Because in that way I wouldn't have 
him bargaining one way and me bargaining another way. 

And that's exactly what we did from that day on. 
When they came to impasses, I came back into the act. He 


resolved dozens and dozens oF the other lawyers_407// tl yor) ebous 


other arguments. 


Mr. Shibley: Mr. McCallum, as we will see, we will 





see the net product of the negotiations, and I put it to you that 


in respect of many items, including the wording for the $34 





























appraisal Canada Square got its way. Did it not? 
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Mr. McCallum: No, they didn't get their way. 

Mr. Shibley: All right, we will see about that. 
Pardon? 

Mr. M ecCallum: I pet ee better wait until we get 
there because I don't think they got their way. 

Mr. Shibley: I see. In any event the basic posture 
of yourself at least, in terms of that negotiating endeavour, 
was that as indicated by this memorandum? 


Mr. McCallum: No, it wasn't. Sometimes I was anything 





but conciliatory. When I had matters in my mind that I wante@ 
I said so. If it involved hollering, I hollered: if it involved 
profanity, I was profangé, but I certainly wagn't conciliatory, 
Tt was entirely a matter of my judgment at that time. 

Mr. Bullbrook: Before you leave that, Mr. Shibley, - 
or do you intend to expand on it's I am interested in knowing, 
Mr. McCallum, whether - and we don't have the document in front 
of us ~ 

Mr. Shibley: The date is September 6th. 


RSE TEED 


Mr. Bullbrook: Pardon me? 
I RR ITS 


Mr. Shibley: September 6th. 

Mr. Bullbrook: Do we have it? No, we don't have it. 
No, I just -----~---- i . 

ar E& 

Mr. Shibley: I think, i tell you what I am going to do, 
I think I may just excerpt that one paragraph that we have been 
dealing with and exhibit it. 

Mr. McCallum: Okay, sure, 

Mr. Bullbrook: But I don't really need to - you tell me 
if my memory is improper in connection with this. I seem to 
gather from what was being said there that in view of the fact 
that Hydro had made a public announcement as to their intentions, 


NI 


that you didn't RaDy 2h your ed dbtoa aes Mr. Houser to ever 
be 


' 
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reach a stage where the transaction might fall through 
because of the public announcement. Would that be an 
appropriate synthesis of it? 

Mr, McCallum: No. I was going to - I was sayi ng 
the following. When we are going to come to an impasse that's 
time to get back into the one place and then we won't have two 
mouths speaking. What you do is you get whipsawed . Stee You 
have been in as many negotiations as I have and probably more. 
If you have got two people speaking for the same side they'1li 
say, "An, but Houser told me so and so". That way you never win. 


So what we did was to agree that if anybody was going to get in 





when there seemed to be a real impasse, I should do it. 

Now on the second part of the thing, as CO Wincpeiaasar 
nee what we should do in the event it looked critical, I had 
said,and I faithfully reported it in my memo to myself, I had 
said to him Hydro made this deal - at least they had announced 
this deal - they have,@ if you will, selected ~ to use the word 
I used earlier this morning - this organization, and we have got 
to give it our best shot to see if we ean carry out what Hydro 
want us to do, which is to make a deal with that man. That's 
what we have got to do. That's what I told Houser and reported 
what I said to him in this memo. 

Mr, Bullbrook: Well my question ~ I appreciate that and 
the second part of your response is what I am interested in - I take 
4t this is a subjective evaluation of yours. Nobody from Hydro, 
I take it ------- 

Mr, MeCallum: Absolutely. 


LOS OCS NESE TLL 


Mr, Bullbrook: Nobody from Hydro, referencing that your 


EERE TREN TSE T OWENS SDE RAD 


evidence is thatiyou had a meeting with Mr. Gathercole whre you 
discussed the question of a press release, I take it that nobody 
from Hydro ever said to you "How look, we want you to negotiate 


nP 


a hard line, but we want a contract on this thing". 


Sept. 5, 1973 
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sir 
Mr, McCallum: No se no one ever said that to me. 





Mr, Bullbrook: That's fine. 

Mr. Shibley: May we go on to page 43 of the exhibit 
book. I am only interested in one line in Shades: I am sorry, two. 
The first is the third line,- 

"Tuesday night and Tuesday afternoon, Septem ber 12, I . 
spoke to Ken Candy particularly about the probiem of Moog's 
need to form a company, 90 per cent of the capital of which was 
owned by the province of Ontario. I told him I was going to 
speak to Moog but he never seemed to be around because of the 
sailing". 

Now bhen, Juss dealing with this business of a company, 
I ask you to note the date - September 12 ~ and we are still 
trying to clear up one mystery and that is a note in one of the 
memorandam, October 1, Treasury Board, Was it ever contemplated 
that an application would be made foxy approval for the formation 
of a Grown corporation that would overcome withholding tax 
problems for Equitable Insurance Company? 

Mr. Me Callum: Your question is hard to anser because 
you put too much on it. Let me Say this. Yes it was contemplated 
by Bradshaw that they would like to form a company, 90 per cent 
of the capigtal of which was owned by the province of Ontario. 
For what purpose he told me was to have an income tax advantabe ~ 
I don't ever remember him ever using the word Equitable -— for a 
foreign lender and he referred me to the Yncome Tax Act, section 


212 (1)(b)(2), and argued with me that ~-------- 
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ae we ought to think in terms 





of this deal being structured in that way. I looked at the 
ie. | have 

section of the act, in fact I think it with me, which 
reads, "Every non-resident person shall pay in income tax of 


25 per cent on every amount that a person resident in Canada 


fis 
pave for interest, except on mortgages of a corporation not 
less than 90 per cent of the shares of which is owned by Ontario. 


; 
: Well, I would have no part of it, whatever it 


- 
a 









was suggested. As you can quickly appreciate, what he wanted to 


do was to have, as it were, a corporation owned by the Province 











of Ontario mesk which would make a mortgage, and then they 










uldn't have withholding taxes on it. And what does that 
ally boil down to? It means that he was thinking in terms 
of an arrangement that the Province of Ontario would enter into, 


whereby they would beat the federal government out of withholding 


the Ontario government at ail. Well, I don't have to teli you 
tt didn't take me two seconds to say, "hs, we're not going to 
7. anything to do with it. Nor did we ever. That's another 


ine of the things that was put forward, And very quickly and 










i 


for the reasons I've given, summarily dismissed. 


Mr. Shibley: And you have absolutely no 


oo 


F 
information to the effect that there was every any application 


7 





made to Treasury Board or Management Board? 


Mr. McCallum: No, sir. Nothing atweall. 


Mr. Shibley: Then on the next page --~ 


~~ eemete nad 





Mr. R.G. Hodgson: Before we finish with that, 





eee 


ean I ask a question on that memo? 


| 





The last paragraph with regard 


7o the extra parking spaces required by Mr. Moog; can you roughly 


um up, was that ever carried out? Was there space for the use 


of the commercial area included in this parking? And was it 


provided by Hydro at their cost? 
F 
I 


Sept. 5/73 
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Mr. McCallum: They had that big garage, sir, 
as you know, over on the back street , and they had a joint -use 
arrangement, as I recall, with Mount Sinai. ee the parking for 
the building, as far as I was ever aware, was going to be provided 
over there. Now, what 'sboing to be involved, I don't know. I had 
a talk, as you probably will see, sometimer—-I don't know if this 
refers to its 6h, it does ohn Walker and Witbeck. Nothing ever 
happened with me any further than that, and I have no further 
knowledge than what you see right there in front of you. 


Mr. R.G@. Hodgson: To your knowledge there is 





no additional cost to Hydro involved in parking 
Mr. McCallum: No, I have no knowledge of that 
ee D OE NORE Riera, 

whatsoever. 


Mr. Shibley: To go on to page 44, September 18. 





At that point in time I gather this same topic was pursued and I 
only ask you to note: "He agreed that the Government have not told 
him that he can form a company 90% of the share capital of which 
is owned by Ontario, and he is going ahead with the deal even if 
he doesn't get this tax break." 

Now, is there anything more in it than what's 
in the mama memorandum? I might alert you to this; the draft 
which Mr. Houser sent, of September 15, did make provision for a 
provincial guarantee. I don't remember offhand whether it 
contained anything referable to a Crown corporation being formed. 


Mr. Genest: No, it doesn't. 





Mr. Shibley: I don't think it did. 





Mr. McCallum: I don't think any document ever 
habdeMtaiestete hd 
made any reference to this Crown corporation. 


Mr. Shibley: In any event, you having confronted 





Mr. Moog on the 15th with this question, he admitted to you that &g 


» the government had not told him he could form 





the company. Is that right? 
Mr. McCallum: Yes. 


ST SATO IOS RTS AS CEES 


Sept. 5/73 
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Mr. Shibley: Now, what I'd like to know is, 


2S nS Pe 


lid he indicate that he had made inquiries of the government as 


Ee 


,o whether he could? 
4 Mr. MeCallum: No, he didn't. In fact, I think 


<“y ee IEEE ENED 
probably the other way. My reaction to this was @exactly 
‘he same as my reaction when it came to the question of the 


ovincial guarantee, I was saying No, and if you say, Moog, 







shat this is valid, then you go and get me a letter in writing 
hi 
ritten 
A 4 


in that context. If you've got something, you go and prove it to 





om the government to say so.!! That's how this 1s sepia 


Because otherwise it's not part of this deal." 


Me. Shibley: Then on page 45, tipgetnhGempstititond 
SSSR ES IAS 
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Io. Shibley) 









> that's just the letter sending Hydro 

a copy of Houser's draft. We can skip over to page 47 wherein 

Mr. Candy has suggested wording for the same problematical clause. 
You'll notice he says, in the third paragraph he suggests: "I've 
not read it to him but which I feel it would be acceptable to 

both the developer and ourselves." He talks aboud'the cost of 

the bakd building shall be determined by an accurate cost appraisal." 

Did you have any discussion with Candy about where 
that wording came from? 

Mr. MeCalium: Where it came from? 

Mr. Shibley: The fact nadir quotationdemacks of 
having been settled in some form for somebody but I'm wondering |—/ 
because it's not the wording that was ultimately adopted. 

Mr. McCallum: Oh, no, I don't know, You may be right, 
sir, My instinct is that he had that put in quotes by his secretary 
in order to indicate Ehat was to set apart from his letter and 
to be the thing that he thought might be transcribed into and form 
a part of this formula. I certainly don't have any memory of 
his saying: "Here's something we've worked out and here's what it 
is,"  Not*’at all. 

or 
Mr, Shibley: You and Mr. Houser wwere carrying fara 


forward the negotiations at thism fine? 





Mr, McCallum: Yes, sir. | 





Mr. Shibley: Did Mr. Candy tell you that on September 
20 he had written to Moog saying: "You ean reduce the specification 
in the lighting from 150 # to 100 foot-candlepower." Wuex Were 
you told that? 

Mr, MeCallum: No, I was not told that. Perhaps that 
would be an incomplete answer at that time since Mr. Houser was 
dealing with those sort of things and trying to put the agreement 
in writing. I would have thought that Mr. Candy, if he was going 
to tell anybody, would have told Mr. Houser, not me, 

Mr. Shibley: You have no information to that effect? 


Mr, McCallum: No, I don't. I have a hunch again though 


| : H-2101-2 Sep. 5/73 
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(Mr. MeCallum) ) 
Vir. Shibley, doesn't it come up later on? 

Mr, Shibley: If it does we'll find it but I can't 
remember. 

Mr. MeCallum: Okay, we'll wait for it. I just don't 
think that's the last word on this. 

Mr. Shibley: All right. We can carry on then. On 
page ka. 49 - whose writing is this? 

Mr. McCallum: That's mine. 

Mr. Shibley: That's yours. oe seems to be a 
meeting with Ken Candy again. 

Mr, MeCallum: Yes, it does. 

Mr, Shibley: And I notice again, at the very end of 
the memorandum, you're talking about various things including 
the loadings - on the second page, page 50 of the brtad brief: 

"We want 150 pounds point loading." 

Mr. MeCallum: ‘That's what I was looking for in respect 
to - you were talking about lights maybe - but that's what I was 
tmeakf looking for earlier. I thought there was something. That's 
Ken Candy saying to me: "That's what we want", as far as I know. 

Mr. Shibley: That's point loading. There's nothing 
here, Mr. McCallum, of him telling you about the change in the 
lighting which, apparently, is a major item of cost. 

Mr, MeCallum: Oh, well, if you say 80. 

Mr, Shibley: Mr. Tatham gave @ evidence. I think 
that that item in itself is worth some $900,000, the change of 
candlepower, aed I'm curious to note that, on October 10, when 
you were reviewing such things, there doesn't seem to be any 
reference to it. 

My. MeCallum: No, on my memo there doesn't Qe, as 

lee ye ce aaa Rd meee whether 
kau you say but ,aaeelideilantniai, € spoke to Mr. Houser af or 
not, i don't know. 


Mr. Shibley: So that so far as you carrying on 





the negotiating effort on behalf of Hydro you didn't ax personally 


have the benefit of that piece of information to bargain with? 
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( Mr, McCallum: No, I didn't, . 
Mr, Shibley: All right. Now on the same page 50, 
on the bottom, you've gottunder or over", I'd like you to translate 
that for me, please. 
Mr. McCallum: I guess you would. 
An hon. member: 8 Uppers and downers / 
Mr. MeCallum: Uppers and downers. I don't know, I 
got biffed on that last night. Boy,you ought to go into a woodshed 
with Genest! That's something else again. 
Mr, Shibley: There wouldn't be room for two ,would 
there? 


Mr. Genest: That's privileged! 





se MeCallum: You have to go back a couple 
of lines first. Do you see where it says\'personal responsibility 
heavy re $34,00 building! ? 
Mr, Shibley: Yes, thank you. 
Mr. MeCallum: It's in the light of that, if it means 






anything, that this other note is made ead i'm not too sure what 


Ss 
the other one means. What that\"personal responsibility - maadx 
heavy re $34.00 tuk building" translates into is my saying to 
Candy we're having a very &esaux serious argument between Canada 
Square and oursé@lives over this formula and we're ak asking for 
costs. We've even discussed this business that Se ysis in yours 


7 it 
ax of replacement costl hich, inetdentallys{was"e very good 


suggestion that he made, @8iroma o « 
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them and they are just not coming to the party. They persist 


in saying that there has to be taken into account market value, 
and I am warning you that market value is going to bring into 
account a lot of circumstances that are not relevant in se 
this case, and the first thing you know the problem of getting 
a building worth aBywhich is what you are paying rent for, is 
going to be of great moment, and everybody is going to turn to 
yousien.and Say, Hybiaas this is what we are paying rent for, 
$4.92 or whatever it is for a quality of building worth $34, 


- 
you better be in a position to satisfy them that that is the 
kind of a building you are going to have producegd,”and that 
4s what I am saying, that is going to be a heavy personal 
responsibility on you. 

Now, having delivered myself of the lecture as it were, 
then this unders and overs; I am thinking I am talking about 
underruns and overshoots, How can they be calculated’ I am 
talking about costs. Really, now that <£ look at it, it doesn't 
make much sense to me at all. I guess it isn't ga really much 
help to you, but I was obviously directing my mind to costs, aa 
I don't know what I said to him, what that is supposed to suggest 
to me, Those than what it suggests right now. 


Mr, Shibley: Well then it goes on and it seems to 





ask the same question that Mr. Allan asked some weeks back. Why 
should they be up to $34? 
Mr. McCallum: Why should what be is what I don't know. 


reece ren 





Mr, Shibley: Up to $34. 





My. MeCallum: Well, that is why I explained the earlier 





part. %% That has to be taken in the context that I am busy 
saying to him, ‘Lkemenber , we mp are buying a $34.a-foot quality 
pbuilding, and if that is what we are buying, you are going to 
carry the load of making sure that that is what we get. 

Me. Shibley: All right. Well, let's go on to page 51, 





because it expands on that. You are still worrying about this 
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formula. 
Mr. McCallum: Oh yes, I am. 
Mr. Shibley: And I @ take it these are calculations 
you were making at that time and on the bottom it Says; 
"Therefore, go back to cost definition and not 
‘appraisal value’of $34," 
Do you see that? 
Mr. MeCallum: 8 Yes I do. Just let me say this. 
That piece of paper that you have taken and put in as numbers 
51 and 32,while you may feel that that is the place it goes in, 
I am not sure that I have the same confidence that that fits in 
chronologically. I recognize that it makes matters easier for 
you and the committee if we can deal with this chronologically. 
Mr. Shibley: Well, it doesn't really matter. 
Mr. MeCalium: I doubt very much that it really was, 
that it followed on that Candy memo, but it formed a part of my... 
Mr. Shibley: I explained to the committee that Mr. 
Bell and I spent some time trying to establishe these documents 
that are undated in chronological a sequence by @ reason of 
content. This is not a document that I feel the dating of is 
terribly important. It is clear from the preceding document, 
which is dated October 10, 1972, that you were as late as that 
time still concerned about the wording of this phrase, 
Mr. McCallum: Yes. 








Mr. Shibley: Then leaving the chronology out of it 


ye 
because I agree, I myself couldn't establish it. You see, on 





the next page, page 52, you go on and you say: 

"You can't (something) mortgage for more than cost 
as appraised" 
em I gather you are again concerning yourself for the reason that 
not only was this referable to the abatement of rent, but the amou 
he could mortgage. Is that correct? 

Mr. McCallum: Yes Sir, 


eer nt Se Ean ee Ore SOD 


Mr, Shibley: Now is there anything else in those two 





pages that adds to what you have already covered? 
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Mr. McCallum: No. Just on that particular thing, 
you will notice @ by this time I am putting cost in quotes. 
Mr. Shibley: Yes. 


Mr. MeCallum: By now I have seen some real sense 


in the suggestion 
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Or. McCallum 





by Ken Candy that the cost that we ought to be looking at is 


the replacement cost as opposed to Moog's cost. 

Mr. Shibley: Right. 

Mr. McCallum: And that's what that is intended to 
indicate. My thinking is progressive. There is, of course, 

a very real difference between Moog's cost and replacement 
cost. And that's what is intended to be there and I am saying 
that, in effect, you've got to go to that cost definition 
rather than use the word appraised value. 

| Now, because I'm saying that and because I don't think 
appraised value appeared in our discussions for some period of 
time, I think that's out of orden not quarrelling with 
what it says. 

Mr. Shibley: All right.: Well, then, I just want to 
ask you: In the early part of October, there was indication 
from other material that Hydro had decided to do a rationale 
for & selecting Canada Square. This is indicated in a memo 
of October 2nd. Now, just so as to fit into the sequence of 
your own participation, was there ever any discussion with you 
of the need for Re establishing a rationale for the selection 
of Canada Square? 

just 

Mr. MeCailum: I don't think so. £111 Satake 
a look at what you are talking about. 

Mr. Shibley: No, Iz. | 


Mr. McCallum: Maybe I could say if I ever remember 





seeing it. 

Mr, Shibley: No, I don't think anything you are 
going to look at is going to help you. I mean around October 
énd or thereafter, were you ever approached for information 
or assistance or any - in any way, in respect of the compilation 
of a rationale for the selection of Canada Square? 


Mr. McCallum: No, 
EAN ey 
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Mr, Shibley: Do you have any k&£m information in 
that respect at all? 

Mr, McCallum: No, I don't. 

Mr. Shibley: All right. So,then if we can carry on 
on Page 53: These really have to do with particular paragraphs © 
You were still negotiating the transaction on October 13th. I'm 
not going to deal with them in detail. 

October was a month of heavy negotiation as to 
particular aspects of the contract. Is that correct? 

Mr. McCallum: Yes, it was. 

Mr, Shibley: All right. And then, on October 16 
there was a problem referenced in that letter to Mr. Nastich, 
referable to the time of computing the exchange sland: yaeaoes 
think you've already explained that, as to when that exchange 
rate should be established. We needn't go into it again. 

On Page 56, October 18 5 it starts off "Limitation 
on amount of mortgage. Wording of formula for“cost™, i.e., 
replacement cost since this leads to reduction of rent." 

Now, I gather you were still at this problem as 
late as October 18? 

Mr. McCallum: Oh, yes. And that confirms what I 
had said to you earlier. You'll see how I'm ae the 
word "cost" in quotes to mean, as I said, "replacement cost". 

Mr, Shibley: And then sax going down that memo , 
you were concerned with financial ability of Moog.” 

Mr. McCallum: Yes. 
Mr. Shibley: "Parties Canada Square" 
Mr, McCallum: Well, that's right and I wanted to 





know = % you know, from that business we found out yesterday 
who was Canada Square? 

Mr, Shibley: And it was at this time you started to 
think of putting a restraint on him, I gather, of no sale or 
pledge of his shareholdings during construction? 


Mr. MeCallum: Correct, 
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Mr. Shibley: Well, then.we get down to October 18 
and again this is a proposed formula by Canada Square - 
three-quarters of the amount by which the appraised value is 
established is less than $34. That was never accepted. Is 
that correct? 

Mr. McCallum: That's right. But, look, this is 
Significant for another reason,too, if I can help you. First 
of all, &kab<— those words "cost represented by" is again me. 
That is my handwriting..., 

Mr. Shibley: Yes. 

Mr, MeCallum: «rejecting if you will, the value 
ofthe total project. 

My, Shibley: Right. 

Mr. McCallum: But look what they were putting up to 
us by this time 4.., 

Mr. Shibley: Right. 

\t—7 © 

Mr. NeCal1ua {Give you an indication of what they are 
up to. Should the value of the total project be divided and so 
on: What they were saying there is, "let's have the building 
with all its income erie and we'll value it. 

You'll see that that isn't what they got but doo, 

Mr, Shibley: Yes, but kmamuxkx they tried that one 
on. 

Mr. McCallum: There is another Kite. 

Mr. Shibley: Yes. There is another Kite by Mr. Moog. 
And it didn't seé1 with you? 

Mr. McCallum: It didn't sell, 


Mr. Shibley: He was trying it on and as you say, 





income stream alone would have established the value at more than 
$44,400,000, 
Mr. McCallum: You don't pay much attention to brick 


and mortar, do youg > whem yon Love Ror ? 
Mr. Shibley: No. Soyou just rejected that out of 





hand? 
Mr, McCallum: Yes, we did, 
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| Mr. Shibley: So that was a second effort on 
thmir part or another effort. Then, going to Page 59: 
Sha This was a variable and I take it that this was really 


the form that it ultimately took? 
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Mr. McCallum: No. I don't think so, sir. Is 





it? 

Mr. Shibley: I believe so. 

Mr. McCallum: Oh, maybe it is. I haven't read 
it yet. 

Mr. Shibley: Did this meet with acceptance by 
you? 


Mr. McCallum: This particular form? 

Mr. Shibley: Yes. 

Mr. McCallum: No. It's a form that I -- if you 
say it's the last form, then it's the last form. tee I took it to 
the Commission and explained the difference between this form, in 
my judgment, and where we had started with, and got their 
instructions with respect to it. 


Mr. Shibley: And they instructed you to accept 





it? Is that right? 

Mr, MeCalium: Yes. 

Mr. Shibley: Against your advice? 

Mr, McCallum: Well, against my advice, which 
was that this is not where you started, and this is not what 
was initially put to you. It can't just be left there. Initially, 
the Commission and the financial people in the Commission, and Mr. 
Candy and, therefore of course, me, started working on the idea 
that « deal had been made between Candy and Moog which would say 
that if Moog's cost was less than $34 there would be aya reduction 
in rent, And, as you can see, we tried to stick to that pretty 
carefully throughout. Other situations were suggested to us. We 
finally got down, after a great many discussions and drafts back 
and forth - and these are only a portion of them that you've shown 


them - to a position where certain things became established. 
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thet. Secondly, we could see, and certainly I could see realf 
merit in a process of valuation which didn't use Moog's cost; 
which used reproduction cost. And I hope later on I'll get a 
hance to explain this to you. And, at that point, I would have 
been perfectly satisfied to adopt the sort of thing that Ken 


A 
Candy put in his suggested letter to me. And we put that to Moog 










and he wasn't going to go for that either. And as you can see, he 
countered with, "no, we want value". Indeed, he wanted value of 
‘the whole bana of ant including the leases. Then we got around 
to saying, "no, you can't, that's ridiculous for the reasons we've 
talked about." And so you'll seegmthat they've piggies agreed to 
put in, at our suggestion, that at the very least they had to take 


out those leases. 





Then we got around to talking about market value 


iwith the leases out. And I countered by saying, "I think that's 


" 


ridiculous. This is not a building that's going to be exposed to 














ithe market. And it just doesn't make sense to me that someone 


should ever be charged with the task of finding the market value 





of a building with no land. A building which had just been put up. 
A building which was slated to be rented to Hydro, but we couldn't 
‘take those Hydro leases into account. In addition to that, market 
value meant that you were going to be concerned at that time with 
‘ealeulating how much space was on the market everywhere else in 
‘Toronto. And if there was a huge shortage, the price might be way 
‘up. tf there was a great over_supply, the price might be away down. 


‘And we were not prepared to accept market value in any way 468 a test. 





i That got to the place where then the suggestion 














li 
‘was made by them,“well, then, just have value 2? And the value would 
| 





‘be appraised. And @épga after we'd bargained and bargained and 
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(Me. McCallum) 
As I've just explained to you, here are all the things I haven't 
been able to do, and here has been the argument tight ado you want 
to do about it? 
Oana there's two ways you can defend yourselves. 
One is to insist that you nasasn He that point not Moog's cost. I 
was prepared to say that that wasn't a reasonable value of the 
building - Moog's cost. But to have reproduction cost. So you 
want to insist on that when he says he's not going to have it in 
any event’ Do you want to take value? hth what I told them that 
bb You 
value means® Ors do you want to make certain that spend $34 or 
cause him to spend $34 on the building, and then you wont? have 
to worry about reductions from price, because the formula won't 
be of any valuet-’ And it was at that time, and after some 
discussion, that the Commission decided that they could live 
with the formula that had been put to them, \ana they would do 


so by making certain that it PCALLY emnpsasgeecse> 
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age wouldn't matter, that they would 





get what they set out to get, which is a $34 building. 

Mr. Shibley: Fine. I want to show you what isa, 

Mr. McCallum: That is racing ahead, but that is the 
sense of what happened. 

Mr. Shibley: I want to show you page 62 of the 
_ agreement. 62 starts off and says: 

"Canada Square has insisted that its agreement to 
reduce the rent and reduce its permanent financing be written 
separate and aur apart from the building agreement. The 
; formulak proposed by Canada Square is set out in the attached 
agreement. May we please have your instructions in regard 
thereto." 

@ Then page 63 goes onk..| We have dealt with that page in part}|but 
1 towards the bottom: 

"Basic lease is $3.35. Therefore, it can only 

¥ borrow what that will service, but we want it to just come a 
what he does borrow." 

"Come ink I suppose. And then on page 64: 

"we don’t know the interest. We say lease should 
spell out. It is $3.35 U.S. or such lesser amount as is 
required to make the mortgage payments on the building. He 
should be limited tous RELRELRRE of not more than 1.3 times 
345" 

and then it says: 

| "Agreement should have in it the window-dressing 
as to "cost" being less than $34 per foot and rent being 
reduced." 

Now Mr. McCallum, do I interpret this correctly, that 


when the Commission gave you those instructions to go ahead 








with the wording, that so far as you were concerned, the wording 


now had become window-dressing? 
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Mr. McCallum: No. I won't say that ke it had 
become window-dressing by a longway . I was -~ I don't want to 
use a word that is inflammatory. I thought that the agreement 
should contain this clause because I was convinced that at one 
stage in the proceedings, Moog had made such an agreement with 
Candy and that we had proceeded on that basis. 
Mr. Shibley: When you say ‘this clause' you mean a 


clause week which said cost of construction? 


1 . > 
Mr, McCallum: Referable to cost. As } V2 inducaked 


Mr. Shibley: Yes. Not the clause that you eres 


8 Mr. McCallum: **Referabie to reproductinn costs. I 





roca 
iy eae he 


eak that and I felt pretty strongly that that is what it 





ought to do; that there ought to be something referable to 
RERG@ERE reproduction costs. 
Mr, Shibley: Yes, Right. 

Mr, MeCalium: But as explained tdtnen at that time, 
I also considered that the word ‘value' had as its main 
ingredient}, (in fact, almost the sole determingnt under these 

all 

at, the very thing 





facts of valuel-fas reproduction costs, Wnt 
that you were going to go through now||but that it just wasn't 
Bet perfectly clear and I wanted to use clearer language, and 


those wooden—heads wouldn't agree with me. That is, the Moog 





forces wouldn't agree with meg ag I guess my rancour showed 
through and I was writing this as you know, to myself, and saying 
‘this fisn't minkek. what I want and this isn't as good as I want 
and I am going to be forced to face this value interpretation' 
which we have got to get into yet here.= 

Mr. Shibley: Yes. That is the whole point, Mr. 





McCallum. 

Mr. McCallum: I wasn't saying that it is no good at 
all, If you look back one page you will have seen that place 
where I said, ‘it will result in a reduction’. Take a look at 
the memo of October 18 where I say: 


"Replacements costs leads to a reduction of rent," 


H 2105-3 Sept. 5/73 
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I gu thought then and I think now that it does. 

Mr. Shibley: Mr. McCallum, you see, every member 
of this committee, and I must say myself, have been struggling 
with trying to understand what appraised value means and we 
have not really got very clear evidence on it as yet. It now 
appears from this notation that so far as you were concerned, 
you characterized the whole provigion that you wound up with 
as ‘window-dressing' . In feffects. 

Mr. McCallum: Oh,I did in a fit of rancour, yes. 

Mr. Shibley: In effect, I put it to you that having 
regard for what could be contended for as part of any such 

A mr GPR 


appraisal, that even this aaamibben provision is quite 
gickch 
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Mr. McCallum: No, no. 
Sense eS NES 


Mr, Shibley: - of any opportunity to Hydro to 





realize an abatement of rent, or any opportunity to Hydro to 
ascertain what were the true costs in question and whether the 
mortgage should be as much as $45 million. 

tem Mr. McCallum: Sir, I appreciate your putting 
it to me and I say, with all respect to you, I don't agree with 
you. It isn't as clear as I wanted it. It isn't what I wanted 
and I'm a bad loser and that shows in the way I characterize 
these things. 

Mr. Shibley: I'm not worried about your being a bad 
loser, I'm g worrying about what is the ordinary and usual meaning 
of the word "window dreasing". That usually denotes something 
that really doesn't mean anything. 

Mr, McCallum: That's exactly right. That's the way 
I put it and I can't take a single thing away from tea nuk I tell 
yo he circumstances under which I said it, 1 hope explained to 
youy and to members of the committee g that it was hase pique, if 
you will, or rancour, that I didn't get my own way and I overstressed 
» 

Mr. Shibley: Mr, McCallum, nobody is placing responsibilit, 
for this on your shoulders. It's very clear ig from the sequence 
leading up to the mgm acceptance of this clause that you were 
pressing both Mr. Moog, and Hydro, with the need for more explicit 
terms and the need - 


Mr. MeCalium: I sure was. 





Mr, Shibley: - for a contract which was predicated 
‘elidel essch shen tba PS 
on Moog's costs as per his original understanding with Candy. Is 
that right? 


Mr, McCallum: It sure started that way. 





Mr. Shibley: Yes. 





Mr. MeCallym: It stayed at it for some time. 
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Mr, Shibley: And so far as you were concerned the 
phraseology that you wound up with was window-dressing? 

Mr, McCallum: That's what I characterized it as at 
that time. That's right wet 1 'm telling you that I don't believe 
that gpit is window-dressing. I didn't even believe it then. 





Mr. Shibley: We're talking about how - 
Mr.MeCallum: Are you listening to me, Mr. Shibley? 
Mr, Shibley: Yes, I'm listening. 


errr REREAD TEIE SASSI 


Mr. MeCallum: Because it's important that I register 





with you that I didn't believe it then although that's how ie 


characterized it. 
Wy, Coat inn ens 





The committee are listening. 





Mr, Shibley: We are talking now about one of the most 
important clauses in this agreement. 
Mr, MeCallum: If the building doesn't cost $34.@» 


ay itis 
Mr. Shibley: l Saas 





= one of the most important 





clauses in this contract, is it not? 


Mr. McCallum: It's very important I think, yes. 





Mr, Shibley: Yes, because it regulates the amount of 





money he can borrow® against this building. Is that correct? 
It's supposed to regulate it. 


Mr. MeCallum: It would regulate it, sir, if the 





cost, or the g value, was less than $44.4 million, yes. In other 

words all Hydro was doing was saying: "We're buying a building 

and we don't want you to borrow more than it's worth to us and we 

don't want to kam have to pay ees to us." That's 

4s what they were doing. | 
Mr, Shibley: Surely, it was worrisome to you that 

you were tke sitting there, or Hydro was sitting there, with 

the submission of three other developers who were contending that 

they could construct this building at a cost maith materially under 

$45 million. 


Mr, McCallum: It wasn't worrying me then at all. My 





mind was directed to trying to g get the Moog forces to do what I 


wanted to do. 
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Mr, Shibley: Was it not also worrying you that Mr. 





Moog, in his mind, in the evaluation of a building,was going to 
be contending for royalties and 10 per cent on overhead and 10 per 
cent for construction profit? These were not worrying you? 

Mr. MeCallum: & No, they're not a part of the word 
"value" at all. Come on, Mr. Shibley, value has to do with a dollar 
and worth, and value to me means something. They sure as heck don't 
mean whether you spend it or whether you don't spend it, whether 
you spend 10 per cent for profit and 10 per cent whether you 
have royalties, or you don't have. That's long gone. That was 
not then in my mind and I certainly don't think, for one minute, 
it forms a part of the value of the building when it's up. 

Mr. Shibley: Mr. MeCallum, are you satisfied with 





this phraseology that Hydro - 
Mr. MeCallmm: No. 


Mr, Shibley: I'm sorry. 





Mr. MeCallum: No, I've told you and I have never made 
any bones about it. If you were going to have a clause, I wanted 
it my way, and I didn't get it my way and it seems to me that it 
might help us to examine my version of what we did get. 


Mr. Shibley: And I intend to. 





Mr. McCallum: Okay. I'll try and be very helpful. 





Mr. Shibley: That's the point, 





Mr. MeCallum: Let's have lunch, 





Mr, Chairman: I don't know how you know what time it 





is without looking at the clock. 
Cental s <7 


Mr. 








Mr, Chairman: All right. You've won your point, 





The committee adjourned at 1 o'clock, p.m. 
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Sept. 5/73 
2.21 to 2.25 pm 
DT 


LEGISLATURE OF ONTARIO 
SELECT COMMITTEE-HYDRO HEADQUARTERS 


The committee resumed at 2.21 o'clock, p.m. 






Mr, Chairman: Mr. Allan has entered the room. I 


declare we have a quorum and we are back in session. 


Mr. Shibley: Mr. McCallum, I want to take you back 


. 


to page 62 of the brief of documents. 


Mr. MeCalium: I'm sorry, I guess I wasn't jmy 


Mr. Shibley: Page 62 of the brief of your exhibit 


| 


which is the document we left off with and on that page, it is 





indicated — 





SFE SEEDED 


| Mr. McCallum: 62, wait until I get a hold of this. 


Mr. Shibley: It says in part: "Canada Square has 


SES OS ES 


| a 
insisted that its agreement to reduce the rent if the cost of the 
K 





building project is less than $44 million and (b) reduce its 


i 


permanent financing, be # written separate and apart from the building 
agreement." Now, what was the reason for them insisting upon that? 


Mr. McCallum: I don't know that they ever said why 


ee I know that they certainly ae with some vigour, that it 
not be put in the agreement. We had sought to have it put in the 
agreement, sir, and as you will see from memos of Mr. Houser and so 
‘on, we asked for it and they just saidG no, they didn't # want it. 
Mr. Shibley: But without any explanation? 


Mr. McCallum: No, I don't think so. I know that 





when Mr. Houser asked me about it, I can g remember replying and Hf 
think there may be a memo to that effect t that if we can me ae the 
agreement binding and not %# have to hee it in as part of the rest 
‘of the papers then that was OK by me, just so long as it was binding. 


Mr. Shibley: All right, so you can't help us as to 


ti 


why? 

Mr. McCallum: No, I can't, sir. 

Mr. Shibley: Then on page 63, near the top of the 
page, I was asking you earlier about whether there was a maximium amount 
on the permanent mortgage and you will notice you have a note there: 


"Received documents on the 19th, EH, 8 OMB, on return - some things 


> 
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aad DT 
(Mr. Shibley) 
things discussed, not connected, no maximum on permanent mortgage." 
Now, was it a fad thatjas of October 1972, there still had not been 
@a maximum amount pegged by Hydro or Canada Square as the amount which 


could be borrowed by way of permanent financing? 


Mr. McCallum: I think that was the case. 16835 +2 





think that the maximum amount came in later. 


Mr. Shibley: Yes, and that amount was to be governed 
ELITE 

by what? 
Mr. McCallum: The amount of the permanent financing? 


Mr. Shibley: Yes. 
Mr. McCallum: Well, as you remember, it was to be 
SIRS LAIST ISAS IETS 


governed igs finally by $45 million Canadian and there was a clause p~ 
Mr. % Shibley: No, no, what was to govern the 





computation of what turned out to be $45 million? I am taking this 
as meaning there is no maximum as to the amount that can be borrowed 
by way of permanent financing. 


Mr. McCallum: I think that's what I was saying. z 





was concerned with the way documents I Satgmgeemer guess were then 
coming through or Yagy“idea of how they were coming through and saying 
to max myself, z-"fhere doesn’t seem to be any maximum on what they can 
borrow, and I was concerned to cut off something in the mgm nature of 
a windfall - 

Mr. Shibley: Yes. 





Mr. MeCallum:)—4 That would result if there was no 
Cs esiiaeenalimmmaammnaniidetiiei | 
maximum and for that reason we got to work and put a maximum in and 


it ended up to ap be $45 million. 





(H-2108 to follow) 


fil Sept. 5/73 
2:25 - 2:30 pm 





Mr. .Shibley: MW Alli right. Well, then. the next page 


we were Wests ake we stopped, page 64, and that's where 
you have the phrase “agreement should have in it the "window 
dressing’, as to "costs being less than $34 per foot and rent 
being reduced". 

And you had indicated you wanted to compare what was 

being proposed. I took it that yu had said that what was proposed 
‘as part of your exhibit 59 and following, was what actually 
found its way into the agreement. Is that not so? 

Mr. MeCallum: Wait now, I'm sorry, I've lost you. 

“ynat is 59? " 

Mr. Shibley: At page 59 is A letter-agreement referable 
to the formula and I must say that I applied your phrase "agereement 
should have in it the window dressing as to costs being less than 
$34 and rent being reduced, 4 relating to the last draft as 
| meemitted by Mr. Steadman under cover of a letter of October 19, 

E from page 59 and following: Is that not so? 
Mr, McCallum: Well I told you that when we got to this 


document you are reading from now that I can't place it in the 





_ chronology of these other documents. You've made a guess and 


maybe your guess is accurate. 





Mr. Shibley: Well, I'm looking at the top of that page 


63 "received documents on 19th", and I'm taking that as the 19th 


of October being the same date as page 59 with Mr. Steadman's 


letter of October 19, perre 1972. So that I'm taking the 


7 memorandum on page 63 and following, gq which includes the phrase 


"the window dressing”, as comments upon the documents which were 


= 


received on the 19th from Mr. Steadman. 





A. 2106.6. 2-* Sept. 5/73 
aie5 = 2:30pm 


Mr. McCallum: That may very well be. 


Mr. Shibley: Yes. 


wat Now what I want to know is that why 
uy Xt wnat 
vou say that what you : : wound up with did mpkxka 





not have the character of window dressing as per your own 
memorandum. 
Mr. McCallum: Well, think I told youthat before 
lunch ,didn't ie I believe.._, 
Mr. Shibley: WE1l,if you've said all you want to 





“Say about 10 thetisetine. 
Mr. McCallum: No,I said to you I wanted to discuss 
what I a, think value means, or appraised idaee aera 
If you want me tu I would be glad to go anead Sina discuss 
the formula and what I say the meaning of that word is. 
Mr. Shibley: Perhaps a better way would be to come 
back at that then as a separate topic. I want to get through 
these documents, but I thought from what you had said, that there 
was something more in terms of the @ sequential documentation, 
than what you had said before lunch. 
«Mr. McCallum: No, I think perhaps you misunderstood me. 
Mr.Shibley: I'm sorry. 
Mx. McCallum: I wanted to come on and give my explanation 
of what the word "appraised value&" means, sir® that's what I 
was coming to. 
Mr. Shibley: Well I intend to # ask you that very 
explicitly later on. 
—Mr. McCallum: All right then. 
Mr. Shibley: Now then, if we can go on, Page 65, 


Saturday, Octob’er 21, you are still dealing with negotiations, te 
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2:25 - 2:30 pm 
C.B. 













Limit on borrowing; that's where you formed up yours. - 
say $45 mes) san in round figures. Is that correct? 

r Me Co® ume Feo, Sir 
‘What 4s the $48 million? 
Mr. McCallum: @& I was putting myself to a hypothetical 
problem and again @ trying to demonstrate to myself, I don't 
know why I found it necessary to continue doing it, but that's 


was doing é&> I was showing how, if you didn't put a limit 





“on the borrowing, you could have a windfalls the very thing you 
I were talking about a second ago. 

Mr. Shibdley: Well then, on the bottom of that page 
you've got "We want Moog to get profit over a 30.year period 
But of $1.49." 

You make some entries on the next page, 663 "in 
any event he keeps, from $1.49, a puck." Would you please 
_ translate that please? 
: Mr. McCallum: Again, it had about as much relation 
q to fact as the mortgage of $4ush, NEEAP was none. What wa I 
was busy saying to myself was erat, is there anything, is 
there anythingin there in that difference b’ etween what you 

pay for, to buy your panne S's in this case, for his financing 
and the total rent you Pe de Tt was always concerned to try and 
“measure, call it if you will "the fat", that would be left in 


his hands out a that figure of $1.49. We know today for instance 






ese IS 


that the figure $1.49 isn't $1.49 it's $1.60, bec 


a rn ene P —s Ss py Pe Doe 
= RT a Va eek veo = ee ae ae 2 a ele 
ai ce = hn 9 


End 
ps — eine HURUR prom AS ES Sica i since arm A amis fe AG he 
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(Ma , MeCallun ) 
pecauaéy sek how aha ab where we stand on the financing, 





we know that it takea seis 3 pian OieR— tO ee OL the 
$ 3. 2y 
money, and if you take sinaaciniants Polsie tro in dia ace eanes 
you see that there is a residue of $1.60. 
Me. Shibley: And actually it should be taken from 









meee before the set-off. 
Mr. McCalium: Well, I don't know why, because I 
am really at the moment concerned ... 
Mr, Shibley: Well, because Moog is getting the 
benefit of the amounts referable to that set-off, that's why . 


| 4 I2, 
So we should relate it to Siaee—edmti.ctae 





Mr. McCallum: Well, you can come back at me on 
this. What I was trying to do was explain to you that at 
today's figuring I would be using $1.60 pnd then I would be 
trying to calculate what it would be paras Acad and so 
on. As8 you know)Me were doing it today, some of the dangers, 
many of the dangers, that I saw in that particular part of my 
analysis have evaporated. Our ability to have hindsight has 


on 
seen that when you take into account the acceleratiomtosts 





up to about the middle of 1977 from today, $1.45 is going -- 


or $1.60 is going to leave very little if any Ne le ad Sy 







Mr. Shibley: I am really interested, on page 66, in 





the comment: "And it is to get this million that he takes 
the risk of exchange on taking down", Was it your position 
as at October 2i, ia as late as hen, that Canada Square was 
taking the nin edcatahnaiet 

Mr, McCalium: No. That has reference to the battle 
that was going on, anit tehes finally resolved by Milan Nastich 
and some of the others coming down and explaining the facts 


of life to me about foreign exchange. 





_— 


ae 


H-2109-2 Sep. 5/73 
iii pm 
Mr. Shibley: Okay. All right. I would like to 
skip over to page 70 with you. Now this is datedZ-it is 
undated but I should tell you that it looks to me like its 
Monday, October 23. Its a Monday, its obviously subsequent 
in point of time to notification that the provincial guarantee 
was not to be given. So I have given it a date of October 23; 
Monday, the 23rd. 
Mr. MeCallum: If you will just give me a second. 
Mr « Shibley: It's page 70. 


Mr, McCallum: Yes, I have that one. I was looking 





in the originals that you gave me to see if I didn't have 
something scrawled on that page to give us a hand, It would 
save me having to guess all over again. 

Mr. Shibley: Are you there with me? 

Mr. MeCallum: Well, we have it here somewhere you 
know. The difficulty is we have got so many documents; just 
a second, here's what I am looking for. 

Mr. Shibley: It's styled "Hydro, Monday, 9,30" ~ 
got it? 

Mr. McCallum: No. I am not far from it though. 


Mr. Shibley: Well, it's only a matter of two 





pages away from where we were. 
Mr. MeCallum: Okay. Go on with your question and 


meee 


I'll see if I can find this as we get there. I just ean't 


find my ..» 
Mr. Shibley: Well, will you look in the brief 





which is the exhibit please. 
Mr. McCallum: sium, I've got it. 





Mr, Shibley: Page 70. 


RNP ARR SOLENT LE OT! 


Mr, McCallum: eum fc, 
Mr. Shibley: You will see 4t starts off, I think 


that means §gma guarantee of the province)! is that right? 


Mr, MeCallum: Yes. 


ad 





H-2109-3 Sep, 5/73 
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oA ” 

Mr. Shibley: "Not as a party now? 

Mr. McCallum: Yes. 

eave F ct? 

Mr, Shibley: Is that corrdse~ 

Mr, McCallum: 

Mr. Shibley: "Listen to G. Moog's suggestions". 
Now what's that about? 

Mr. McCallum: Well, thats about a subject that 

the 

we have talked about here in/past before. I will see if I 
ean put 1bSgahogether for you. 

On the 20th October, on page ... this is the 
bloodiest brief ... on@ page 74 of these documents that 
you have put together ... 

Mr. Shibley: Yes, thank you. 

Mr. McCallum: ... you will find that that is a 

A 
part of ‘wee’ memorandum @% to McCallum from Houser which was 
prepared over a period of time by Houser to be discussed with 
me. And on page 74, in the midddle of the page, you will find 
on 

Houser saying @M October 20, the following: "This paragraph 
also provides that the province ... " 

Mr. Shibley: Is it 74 you are talking about? 

Mr. McCallum: <i Seventy-four. 

Mr. Shibley: Oh yes, all right, thank you.Continue 
Please. Yes, carry on. 

Mr. McCallum: Thank you. "This paragraph also 


provides that the Province of Ontario will signthis lease 





H-2110 follows 


2 


H-2110-1 nept.5,1973 
oa — 2:80) pm 
JLP 


o 





eer ttre te ese. as guarantord (in the agreement, the provision 
4s for the province to execute the ground lease «This is incor- 
rect and should refer to the net lease) Should we have approval 
to the form of the net lease by someone acting on behalf of the 
province or will this guarantee come automatically? Personally, 
IT have some reservation as to the power of the province to 
guarantee this lease because under the Act the province has 
power to guarantee many things but it does not refer to a lease. 

Now, that comment was made by Mr. Howser in that 
memorandum dated October 20th, and it followed a previous con- 
versation that he had with me which was prior to October 20th, 
in which he told me that he had looked at the Act and had come 
to the conclusion from a quick look at it that he didn't think 
that this was the sort of thing that we could nave }./that Hydro 
could have,{the guarantee of the Province of Ontario. 

Mr. Shibley: Right. 

Mr.) MeCaltum:® And he told me that he had spoken to 
Jim Bradshaw about this matter prior to his speaking to me, and 
had said to Jim Bradshaw that he, Howser, had no instructions 
with respect tothis and that Bradshaw had replied "Well then just 
lease it for the time being until you do get instructions." 

Now, I'm going back a bit like this because I want 
to help Mr. Renwick who had discussed this matter with me some 
days earlier, ie I want to put the whole of it together now 
that I have a better grasp of it. 

That was followed\ \that was a document therefore that 
he got ready on the 20th. That was a week-edd, or getting close 
to a week-end, and on that week-end Mr. Houser and I went over 
all the documents } working on the week-end} \that had been 
presented to us, and got ready a document that you'll find on 
page 83 of your brochure. And on page 83 of your brochure, 
yeukkk you'll find a decision that we came to on the week-end 
set out on page 83, number 3, which says: "delete Province of 


Ontario as a party throughout the entire agreement and 


- 


TNS OF 


{ge Re 
a ae ey eee See: witha. eine MDecies 


C (Mr. McCallum) “ 
hs LOG a ee 





H-2110-2 SEDE. 501974 
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JLP 


schedules", 

Prior to Mr. Houser getting his longer and more 
detailed items for sleet Saka: meeting we were going 
to hold on the 23rd, I was making some list in my own style, my 
own handwriting, on page 70, for the same purpose. And all I 
was saying is essentially the same thing as he says on page 838 
we had come to the conclusion on the week-end that we were|—/ 
this was the first time it had been brought to my attention} and 
I was about to say "no way". That's exactly what I did say. 


Mr. Shibley: And the reference to Moog's suggestions 


NS ee a ee 


then are what - what is this reference then te listen to Moog's 


Cite nyt 


Ls. ae salle 


Suggestions? 


46: Ws 
when you veto it, if he has some PEASON, saidgat the time? Ge, 


can't have this thing’ that this is not a deal that has anything 


Mr. McCallum: Well, what I was ea to myself was 
— ng 


to do with the province, eeak Agasin 1 said as I did with this 
other idea of a company, if you say that you can have this sort 
of thing, you »ring me proof in writing that you can have it 

| 


otherwise take it out of the agreement. 

Mins Shibley: I see. 

Mr. Renwick: Mr. Chairman, just before we go on,on 
this‘question of the Suarantee. The series of questions and the 
time we spent on this question of the fuarantee arose REERUEE br 
Mr. Bradshaw's meticulous reference to the -— 

Mr. McCallum: 32 22nd. 

Mr. Renwick: 22nd and not to the 23rd, and the fact 
that he was, on the advice of his counsel, affected by the solicitor- 
client privileges or at least it seemed that there was some 
mystery wrapped about it. 

I would like to ask you, specifically, do you know of 
any instructions to you,as counsel for Hydro responsible for these 


documents, either to put the guarantee in originally or to take it 


out ultimately? 


H-2110-3 Sept. 5, 1973 
2:35 - 2:40 pm 
JLP 
Mr, MeCallum: No, Sir. I definitely had no instructions 
but the closest that anything ahappened was that on the 23rd }-{and 
wkeKeyy 
I can't remember the letter was delivered to me [but in any 
event, after we had made the decision, and,as far as I am concerned, 
after we had informed the other side that they were to delete this 
thing, came a letter from Mary West, a solicitor in Hydro, which 
you'll see on page 86 of this brochure that you have in front of 


you. See that letter? 


Mr. Renwick: Yes . 


MR. MeCallum: And the letter says «—— 





( Tape H-2111 follows) 


pt .5/73 
40-2 .45p.m. 
As 


H-2111-1 





Mr. Shibley: You can go jgegeimtemieeis to the second 
paragraph. The last line in the second paragraph. 

Mr. McCallum: Yes. "It seems to me the only major 
comment relates to participation of the Crown in right of 
Ontario”. Now, if you will turn over to page 88, you will see 
at the bottom, the last paragraph, this is what she wrote: 
"Clause 801 of the net lease purports to inelude the Treasurer 
of Onbigy bbe Susbatiter and in addition, from this point on, 
the Treasurer of Ontario as guarantor is joint in all clauses. 
I do not know what authority there is for this guarantee or for 
the Crown to be a party in any way to the documentation. 

Now, I don't know when I got it, but what I am telling you is 
that when I got it, my distinct memory is, and as indeed is 
Mr, H@user's distinct memory, we had already dealt with it and it 
was, as it were, old hat to us. Moreover, it certainly didn't 
purport to be instructions, she was alerting us to a problem, 

Mr. Renwick: Well, again, I come back that that response 
is all part of was leritimate lawyer's concern; . <4 

Mr. McCallum: Sure. 


eee 
Mr. Renwick: , ow about the question. I am speaking about 





the substance of the question as to whether or not either anyone 
in government or in Hydro, as part of your instructions either 
told you to put it in or to take it out, and I just me wanted the 
record to be clear, I take it that so far as your knowledge is 
concerned, it was on your own initiative as between yourself and 
Mr. Huser that that matter was deletea! 

Mr. McCallum: Yes, sir. 


RRO RMIT NLS EE AREA EIST AS ETS 


Mr. Renwick: And that there is no significance in 
Sa aeeneneeeneeelanmemmmammemaaad 





Mr. Bradshaw's remark, as stated in your comment just a few 
moments ago, "Leave it for the time being ais 7 get insérucfions. 


You didn't either seek instructions nor were you given insgruetions/ 


H-2111-2 Sept .5/73 
2.40-2.45p Mm. 
B.A. 


Mr. MeCallum: No, we didn't 
Mr. Renwick: So that for the purposes of our enquiry, 
we can consider that there was no disassociation by the government 
of Ontario or anyone in the government by an instruction that there 
P 


was to be no guarantee under any circumstances. 


Mr. McCallum: You are correct, sir. 


Mr, Renwick: Thank you. 





Mr. Shibley: Now, Mr. McCallum, you have already www 
in saying, 
Mr. Chairman: May I just follow that up , @nienngeenex 








"no disassociation", I suppose at nog time was there any indication 
that the government knew anything ahout that being in there, is 
that right? 


Mr. MeCallum: There never was any indication that I 





was aware of, certainly. 

Mr. Shibley: Mr. MeCallum, it appears from Miss West's 
letter of Ootder 23, that the documents were submitted to her, or 
to Hydro, with the Province of Ontario guarantee included. Is 
that corredt? 

Mr. MeCallum: Yes, I think that is so. 


Mr. Shibley: And do you know when that documentation was 


- remitted to Hydro? 


Mr. McCallum:No,sir, I am sorry. Maybe she refers to it 





in the letter, but I don't know. 
Mr. Shibley: All right. In any event, what I would iike 





ask 
to weyou is this. It is now clear that as of October, ...9 


Mr. Genest: Mr. Shibley. 

Mr. Shibley: Yes. 

Mr, Genest: I think in this brief there is a letter by 
| Mr. Hguser, under date of September 20th. 
} Mr. Shibley: That is an earlier draft. 
Mr. Genest: Yes, but I think that document contained 
the clause. 


Mr. Shibley: In part, but it didn't have all the documents. 


IT am taking it from this. 





D Sept .5/73 
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Mr. Genest: No, but the guarantee is, 





Mr. Shibley: Yes. Well, what I want to know is this. 
Let's start over again. As at October 23, in any event, the fact 
that the province was not going to guarantee this loan was known 
to everyone. Is that correct? It was certainly known to Hydro. 

Mr. McCallum : Yes. I'm going to say "yes" in answer 
to your question, the fact that the province was not zoing to 
guarantee it. Naybe you would agree with me that we could say 
it more aptly if we simbly said that as of October 23, “a had 
certainly said on behalf of Hydro, "NO go" and no argument after 
that that I can recall was heard from the other side. 

Mr. Shibley: You say there was no argument about it? 

Mr. MeCallum: I don't temember any argument about them 
saying it, from that point on, no. 

Mr. Shibley: Was there any difficulty arose out of it? 

Mr. McCallum: Not that I am aware of, no. 


STE SS EOI ELAS EINE i 
Mr. Shibley: I simmax want to take you to page 89 of 
RRR SSSR 





the brief, which contained your dockets for attendances, and 

you will notice that on @upéeieex October 23 that there was a meeting 
with yourself, Mr. Moog, Mr. Coles, Mr. Candy and Mr. Bradshaw 

that lasted four and three gage quarter hours, and then another 
meeting ~ I'm sorry, it was Mr, Hguser, Mr. McCallum, Mr. Moog, 

Mr. Coles, Mr. Candy, Mr. Bradshaw, and that was for four and three- 
quarter hours, and then Mr. Hguser met with Mr. Coles, Mr. Lamb 


Mr. Candy and yourself, for another hour and a half, and then there 
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teen your meetings on October 23 directed to 





ee 


the fact that the guarantee of the province hac been withdrawn? 

Mr. McCallum : No, sir. The meetings were long, and, because 
we had a great many things to go over, we were attempting that day 
Eto get over and reach agreement se7vo the? Dorm oP aly “of the 
: documents that now really form the deal. And es you can see from 

‘Galen 2 
looking merely at the 4 problems put to me by Mr. Houser for 
our discussion over the weekend, which co from 72 *to-62"in our 
; brochure, and then the items for discussion which are the next three 
long pages, we had a great many things LO Giscuss. Buy Laden’ tc 
recall any longer discussion on the province's guarantee other than 
what I have mies given you. 

Mr. Shibley: I see. And then on the day following you 
have telephone calls with Candy,and betweed Houser and yourselfe 
and then there is a note ‘engaged on drafting report’ - that would 
be your final report or the reporting letter that is already an 
exhibit,I should say Naser transaction. ig that*correct? 

Mr. McCallum: I think so, sir. 

Mr. Shibley: And then you have got one October 24 - 
meeting with Candy et ales finance men! Who did you meet on that 
Bay? 

Mr. McCallum: SE i copeyane omg i Where now is this? 

Mr Genest: Top of the page. 

Mr. McCallum: That is my secretary's writing again. That I 
think was the time that Milan Nastich and Peter Lamb and I don't know 
how many ay ae came down and they explained to me about foreign 


exchange. That is the time they came down, I'm pretty sure. 


PPRALE BELA ENG EH I OE 





: 


Mr. Shibley: Then you carried on with meetings - I am looking 


now at page 92 and 93, "Meetings with Candy and Moog on October 273 
33, hours." What was that about? | 

Mr. McCallum: I really don't know. thet me S€€tv, 

Mr. Genest: Commercial space. 

Mr. McCallum: Was g that after the eothy we had been up to 
the Hydro? 


Mr. Shibley: It is October 27. 


Mebbe Us in 
2:45 - 2:50 pm 
CA 
H-2112-2 
Mr. McCallum: The 25th, isn't it, when I went up to the 
commission meeting< The 25th I was at a commission meeting? 
Mr. Shibley: No. 
Mr. McCallum: No? 
Mr. Shibley: You were at a commission meeting on the 30th?$ 
that is the very next entry - 2% hours. 
Mr. McCallum: Well,we were certainly... 
Minto Aic anothe 
Mr. Genest: There was Aheeting afxthexemmntxxXkencemtiage? 


Ste 


Mr. McCallum: We were certainly bargaining. There is no 





doubt about that. But what particular phase of the tusiness we 
were in at that moment, I can't help you Mr. Shibley because I don't kn« 

Mr. Shibley: I might say that there was no commission 
meeting on the 30th but it is indicated otherwise, that there was a 
meeting on the list. It is also indicated in Mr. Candy's diary that j 
on October 30\'the chairman signed the agreement with Canada Square 
today". 

Mr. McCallum: Yes. Well lI remember going to the commission. 
Here is my problem. I remember going to the commission with that 
big letter of ours dated October e5,and, I thought it was on the 250 
you sees and that is why I am having some difficulty. 

Mr. Genest: There was a meeting of the commission on the 25th. 


MeaxMefaiinum 
Mr. McCallum: That is what I thought, too. Rat Mr. Shibley 


didn't seem to gthink there was, fut I thought that there was. | 

Mr. Genest: That is when the letter was aaa over. 

Mr. MeCallium: And if that was the case, Mr. Shibley, what 
happened is spelled out in the following letter, because I went to 
the commission meeting|lif it was on the 25th, as I think it waslwing | 
that letter. 

Mr. Shibley: Yes. 

Mr. McCallum: Went over, read the whole letter to them. Went 
over each aspect of the letter. Got instructions that I was to 
negotiate further with respect to certain matters whieh reported on 
the subsequent letter. And that is what that meeting with Candy 


and Moog would be about. That would be the hullabaloo over the 
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Wir, MeCalium) J 
| $40,000 among other things. 

Mr. Shibley: Was there any discussion with you, Candy and 
Moog on the 27th referable to the financing arrandatients , the 
permanent financing arrangements for this building? 

Mr. McCallum: No, sir, none that I can recall at all. 

Mr. Shibley: Or the difficulties that now confronted 
Canada Square because the provincial guarantee had been withdrawn? 

Mr. McCallum: Definitely that was not mentioned. 

Mr. Shibley: Well then you did have a further meeting with 
someone at the commission on the 30th. It says "Then to Hydro 
commission meeting - 2% hours, October 30". Was that a meeting with 
the commission or was that a meeting with Mr. Gathercole? 

Mr. McCallum : No, I think that is the time I went back 
tothe commission. 

Mr. Shibley: Yes. 

Mr. McCallum: These notes don't make it clear to me, but I | 
think that is when I went back to the commission. Xxx I was there 
on the 25th. 

Mr. Genest: The lst of November was the commission meeting. 


Mr. McCallum: The ist of November. 
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Ye. Geveehs 
tL I SIO aes October 25th. 


¥, Mc Callum; —— 
Dv Me MENS ats October 25th and then 30th of October, 








was it, or the lst of November? 

Mr. Genest: The lst of November. 

Mr. McCallum: My secretary's note that it was October 
30th just isn't accurate. I was only at the commission when they 
had their meeting, which as the commission minutes demonstrate was 
the lst of November. 

Mr. Shibley: Well, now, I know I am jumping ahead of 
it but it's on the same topic, Mr. McCallum, and I would like you to 


Clear it up if you ean. 


Mr. McCallum: What's that? 
Mr. Shibley: On page 101, there's a docket for 


November 6th and it appears that there was a telephone communication 
with Mr. Candy re various items in the agreement, a telephone call with 
Mr. Candy re dating of letters and requests for extra letter from 
Canada Square re option, telephone call with Mr. Millman of London Life 
re financing and telephone call with Mr. Coles. I am particulaly 
concerned to know what was the purpose of the telephone communication 
with Mr. Milliman of London Life on November 6th. 

Mr. MeCalium: Well, I didn't make the conversation. 
It's Mr. Houser's docket number one but I cang-what can I do2y it 
you want me to I can tell you the general gist of the discussions 
that Mr. Houser had with Mr. Millman relative to financing of this 
building,,, 

Mr. Shibley: Yes. 


Mr. MeCallum:,,,agsI am aware of them, 


Mr, Shibley:; Yes. 
Se RRL OE EL. TS 
Mr. MeCallum: There was a time in the course of the 





®e& negotiations when Canada Square @ were repeating that they had not 
made final gw arrangements for their financing and that they were going 
to have to borrow from the States. 

Mr. Shibley: Yes, 

Mr, McCallum: And Mr. Houser became aware of the 


AER TETRIS, is ED 


possibility that money might be made available in Canada from Canadian 


2.50 to 2.55 pm 
DT 


, MeCalium) 


nA ae 
ov cese~from London Life and others/for this project and at some time, 





Mr. Shibley: Yes. 


Mr. McCallum: And they said # no, they weren't 





interested, and from memory@ I think that Mr. Houser was saying to them 
| # 
that he thought that they could get money in Canada at eight and three- 


feerters per cent and they said @ no, they weren't interested, Ana then 


meeeauent conversation when they had not told us that they had their 
financing and certainly we were still, as you know, right to the very 
end until we got here, not really aware of their financing, and Mr , 
Houser , I guess, was talking to them again in London Life qma- 


4 Mr, Shibley: Yes. 





: Mr. MeCallum: —~-And I think got them to indicate that they 


might be prepared to shave about an eighth of a point off, and I think it 





got to the place where he indi cakedt believe to Mr. Bradshaw, that money 


cour be -- he thought money could be available for this building at 


eteht and five-eighths and Mr. Reggm Bradshaw said he wasn't interested -- 


' 
4 Mr. Shibley: Well -- 





abhouk 
Mr. MeCallum: So that's € whole of the story. 





Mr. Shibley: Mr. McCallum, you have anticipated me. I 











Ha 


have provided you with these documents and at 103 of the brief, committee 
pers will want to note that there was a second eonversation between 


tr Houser «8 and Mr. Millman of London Life'on that date and it says: 


? 
tr mortgage", The earlier one said: "re financing", So @ ca L art 


taking it that the conversations that Mr. Houser was having with the 


af 
oo Life Insurance Company related to the permanent financing for 
_ head office building? 

a 


Mr, MeCallum: Yes. 


AAR AROS FONE PEI AOL RTCA TEMAS 


Mr, Shibley: And that he had two such conversations 


rah SRE ERIN URE oa trees 


as indicated by the dockets, one on November 6th and one on November 13th? 


5 =e 


Mr, MeCallum: Yes, sir. 


ALARA IA) SRO RE EOD 


Mr, Shibley: Is that correct? 
TELIA LLL AOL LEED 


5 

. 

) 
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Mr. McCallum: Yes, sir. 
Mr. Shibley: And in effect this would be permanent 


financing that he would be inquiring into for Canada Square really? 

Mr. McCallum: Yes, sir. 

Mr. Shibley: Tes Aey then what I am interested in 
knowing 1 ere letter from Ames which is the commitment letter 
of November 8th, the first part of the commitment, and I will read 
it, I ask you, Mr. McCallum, to note the date, November 8th. 

It says: "Subject to the completion of satisfactory documentation 
and the approval of their investment committee, Prudential have agreed 
to provide financing for this project on the following terms and 
conditions." Now, November 8th, happens to come in the interval of 
November 6th to November 13 - 


Mr. McCallum: Yes. 
TE SEE! 


Mr. Shibley: And I will also refer you, Be that 
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¥ althe~ 
the Ames' file, as of October 4, terms more or less with the 


ee eS ae 


(“on October 31, which is a date following notification 


to Ames from their file a of the withdrawal of the provincial 


the notes 





IBobober 30th, according to their file, times 
then say "no guarantee by the province." 

4 The gery next document in that file indicates 
‘that on October 31, Mr. Moog is indicating efforts with Equitable 
to form up a consortium of midwestern companies to do the 
‘financing. Now we have Mr.Houser communicating with the London 
‘Life on the two dates in question, bracketing the date of a 
‘letter from the pKUDential which Mr. Moog himself says “from 
nat date on he was dealing with the Prudential and nobody else. 
| Now Mr. Moog has said that the qm withdrawal of the 





provincial guarantee caused no problems, and yet on October 23rd 
there are meetings extending to many hours with everybody. It's 
“not just you and Mr. Bradshaw or you and Candy and Mr. Bradshaw 
os d Mr. Moog, but it's Mr. Houser, Mr. McCallum, Mr. Moog, Mr. 


Coles, Mr, Candy and Mr. Bradshaw and then later with Mr. Lamb 


dn the act as well. 
I'll put it to you, Mr. McCallum that 4t is from the 


documents at least it appears that there was concern at that 


‘time arising qm out of the withdrawal of the provincial guarantee, 


or at @m least the advice that the provincial guarantee was not 


going to be forthcoming, and that as a result of that fact 


" becoming known to Ames on the 30th, that there may well have 


| been problems in that area. That Mr. Moog himself sought alternative 


L 


B2114 = 2 Sept. 5/73 
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°, 


\ 
- (Mr. Shibley) 

Wntreine according to Ames's note of the 31st, and Mr. 

Houser's looking for alternative financing amex according 

to the dockets of November 6th and November 13th. 

Surely, Mr. BOURSES Ne whole of those attendances 
referable to an alternative source of financing relate to the 
notification that the province was not going to give a guaran’ tee! 

Mr. McCallum: Well first of all, none of the attendances 
Bat you Caak them, with Mr.Houser were anything more than telephone 
conversations to friends in Lon don Life. 

secondly, they do not, as far as I can recollect, and 
I put it to you just as strongly as you put it to me, do not 
reflect nor indicate any discussion of that group, in that 
group that I can remember, having to do with, as it were, the 
refusal or the loss of the possibility of the province to guarantee 
it. 

Mr. Shibley, I have absolutely no recollection of any 
such discussion, nor any moment attached to it, no sense of 
tension, I don't have any sense nor membry that when we said 
"you can't have it", that they fought. I don't think for a 
moment that they sought Mr. Houser's aid in finding money. Ik 
was simply fortuitous that he is involved with trust companies 
and lending institutions and knew that they had said to us 
many times that they didn't have their financing and I think 
he thought he was going to do them a favour and maybe make a 
dollar for himself at the same time, and I just don't think 
for a moment that he was invited or requested to fo out and 
find money for them. 

Mr. Shipley: Mr. MeCallum, I remind you that Mr. 

Moos, himself testified, that they went down and saw the Prudential 


on October 4th, 


Mr. MeCAllum: Which we didn't know. 


en Sea ere 
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Mr. Shibley: All right, they set the rate, and 
unse1 for the transaction were being discussed, whe selection 
> counsel, and that sdfar as Canada Square was concerned their 


Inancing was with the Prudential, 


2115 to follow 
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tementimk., Certainly, they worked on that premise throughout 
that period of time and the only event, the only event within 
the period in question, that would cause anyone to seek an 
alternative source of financing was the event of notification 
that the provincial guarantee was not to be part of the trans- 
action. 
Mr. McCallum: Well, I mean, on what you have said 
be gh nam : 
to me here we go acting like a couple of lawyers, but on what 
you've said to me, there is no event caused them to go seeking 
alternative financing. If I understand you correctly, they 
fought they had it buttoned down with Prudential and I guess 


that's why they were so cold to Houser, which we couldn't 


understand. Frankly, when we got such a cool reception, when 





- Mr. Houser thought he was going to perform 
a very real service for them by indicating how they could get 
Canadian money and they would have none of these problems, it 
wasn't at all warm. Nobody gm clapped them on the back and 
said, fet's talk about it, at all. And that's not really the 
response you expect from people who haven't got an idea that 
they can get it elsewhere. And when he came back to them the 
second time saying You know, I think I can even get it at ap 
better rate, they just got a flat "no". I don't think aetley 

wre eww ax 
asst a ae were Looking elsewhere. 

Mr Shbley: WE11, Mr. McCallum, once the provincial 

guarantee was clearly not available, Canada Square would be 
confronted with two problems. One would be its credit - is 


that correct? 


Mr. McCallum: WE11, you see potei/ 





Mr. Shibley: In the sense that with the guarantee, 
the credit was ams absolute, but without the guarantee then ihe 


asad € look fgrther at it. 


Mr. McCallum: Well, Mr, Shibley, I don't know, but 


FETT EEE IDEN VO SOE: 


I would have thought that most lending institutions, I have 
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(Mr, McCallum) 

always thought - and as a matter of fact I am not sure if 
Jim Bradshaw disagreed with me earlier on it - I have always 
thought that Ontario Hydro's covenant was so good that you 
couldn't really distinguish between them+—j 


Mr , Shibley: Mr. McCallum, that kind of an answer 





is of interest but it's spread all through the Ames file char tA 
of. Ae tee, vag bm 

Mr. McCallum: But, Mr. Shibley, listen. I am not 
a party to that infamous file. I am here to help you any way 
I canooo. 

Mr, Shibley: I realize that. 

Mr. McCallum: ,.o4 but please remember that you 
mustn't tax me, in fairness. Ask me to help you if you will 
and I'll try. But don't tax me with what's in the Ames 
file. 

Mr. Shibley: Ail right. 

Mr. Genest: Mr. Chairman, I am sorry. Have we not 
had enough of this? Mr. McCallum has denied five ways and 
sideways and frontways and backwards, now areyjust not getting 
into a sort of an arguement now? I g suggest this line of 
questioning has gone far enough. 


Mr. @hairman: Would you care to comment on that 





Mr. Shibley? 
Mr, Shibley: Well, I wasn't through, Mr. Chairman. 
ERRATA RLS TIT 


Mr, Chairman: Well, I don't want to sut Mr. Shibley 








off if he has some knowledge of the problem but I am inclined 
to agree that Mr. McCallum has denied it just about strenously 
that he knows anything about this as anyone can do, 


Mr, Shibley: Well, Mr. Chairman, let me start back 





this way. I am having enough difficulty, Mz. Newman. The 
purpose of having a provincial guarantee would be to agd to 
‘the credit of the transaction with any lending institution. if 


Is that correct? 


H-2115-3 Sep. 5/73 
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Mr. McCallum: I don't know. Now, I am going to 
make my position clear. That business & of having a pro- 
vincial guarantee was not there at my suggestion nor was 
it there at any time with my knowledge except I objected 
to it. Someone who put it there, and Mr. Bradshaw I guess 
is the man you are going to have to ask, had a reason for 
getting it. I am perfectly prepared, but I got burned yesterday 
for doing this, for going along and talking to you inthe way 
we are but you see when I am doing it I am only jugt giving 
you my thoughts on the matter , Nothing that is of any 


probative value. I wasn't very popular with the people 





behind me yesterday when I puonmd (A 

Mr. Shibley: My difficulty, Mr. McCallum, my 
difficulty in turn is, it's chicken and egg. I have got 
to deal with you while you are in that witness box to the 
extent I am able with other material that is in evidence. 


Mr. McCallum: Sure. You know I'il help you any way 





I can. 
Mr. Shibley: I know that. 


Mr. McCallum: It is just that I am once bitten 
NES A Na 


a little bit shyer today. 


Mr. Shibley: I am sorry you were bitten but it 


Sao IRE 





wasn't by me. 
But br sth Liane me gt of 
Mr. McCallum: Oh no. You are right, 
ODS nee Just 
questions coming and I recognize it and TI am mumk a little 
bit shy. Go ahead though. I will try and help you. 
Mr. @hibley: Now, what's on my mind is this. 
That there was represented to Ames and through it to the 
lending institution until the 30th or somewhere between the 
the 
23rd and the 30th of October, 1972, that pas provincial 


Suarantee was going to be provided. 
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. 
| wii. 1t's clear that once they were alert to the fact there 
| Thomachres ur th «Shar 


AA. 
was no guarantee, the SPRAR I Sem, APRESS to be two things 


- one is the ability of anyone to sue Hydro without consent, 
and the other was, well I would have thought that it was 
apparent from the fact tgmm that Moog was now looking for 
alternative financing, that there was some question evolved 
from that circumstance that maybe the Prudential would not go 
through with it. 

Now, then, with those two problems - the one of 
eredit, in my mind, and the one of the right to sue, the next 
thing I find in the material is the communications as indicated 
by the dockets,which seems to relate to financing of the building, 
and the other thing that has happened in November, accordigg to 
the Ames® file, on the 16th, they seemed to quiet their concern 
about the right to sue because Ontario Hydro - I'm sorry the 
Ontario G6vernment had accepted the proposal that ontAKIC Hydro 
become a Crown corporation. That seems to solve the problem 
of the right to sue and in some manner they seem to have quieted 
- if @mp there ever was a problem - they seem to Saye ot past 
any problem of credit. And the only documented evidence we have 
before us is the communications that are indicated in your dockets. 

Putting all of that together, I would like your 
information,to the extent that you have ig, as to whether there 
was any effort made,beyond simply making inquiry of London Life 
for financing, to perpetuate or continue forward the financing 
for Canada Square. 

Mr. MeCallum: Does that mean, ae were asked in some 
way to try and assist them to get their financing? 

Mr . Shibley: Or to support their position with the 
Prudential or however? 


Mr. McCallum: No Sir, to answer them one at a time, 





we were never asked to assist them with their Sign financing; 


H-2116-2 © Sept.5, 1973 
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(Mr. McCallum) 
secondly, we were not asked to assist them with Pradential, and 
I'm absolutely confident that they never mentioned that company's 
name to us ever, at any time. Somewhe re in the course of’ the 
proceedings, they did mention to us Equitable, but they were just 
hyper on the question of keeping from us the source of their money — 
at any time, that it seems to have almost spilled over into their 
evidence here but they really wouldn't tell us who they were 
dealing with. And we didn't know anything about Prudentgal,Sir, 


at any time. 
cyl AO 
Mr. Nenwick. © Mrs ee go at Be aA bit 


different point of Pea? I ain going to ask one question about 
the guarantee, but that has nothing to do with the other questions 


iim gotne to ask Just to GLear IU up. I notice - perhaps Mr. 
=70n, Dis. ors ginal 


Pa TORE Ea 


McCallum would help me 





Z20DY, OF His Fite copy 


of the Ontario Hydro - Canada Square items for discussion, inmarked 





a4 
in my book, page 83, which wae understand it, the three pages of 


or meetings 
questions which wer discussed at the lengthy meetingYon 


October 23rd. 
really 
Mr. McCallum: Yes, these weré/Mr. Houser's, Sir, wita 


that one correction. Mine weree hand=written - I showed you on 






H 

; 

another page, in any event. . 

4 Mr. Renwick: But MR. Houser was with you at the meetings 
when these discussions took place? 

Mr. McCallum: Oh yes. 

Mr. Renwick: I notice in the margin of most arenes 
there's a reference as to the usual kind of notation that one 
would wake as to the result of the discussion. I don't mp my 

what 
copy is not clearg as tothe reference is opposite three: "Nelete 
Province of Ontario as a party throughout the entire agreement 
and schedules". I don't know whether that's an Okay or what it 
is. 

Mr. McCallum: Neither do I. I guess my copy is no 


better than yours. I guess Mr. Shibley has the original; maybe 


he will be able to help us. : 
o8 fe eee 


H-2116-3 pept. 5, 1973 
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(Mr. MeCallum) 
S Mine are just copies, Sir. He's got all the originals. 


Mr. Renwick: Mine is not sufficiently clear. Page 83 


Serene 


opposite item 3: "Belete the province" is the marginal notation 





fed 


M 
in pencil orm ink, #* 


Mr.Shibley: I'll reply to that in a moment. 


7 reese 


Mr. Renwick: While they are looking that up, to come 


ree 


to the telephone comversations between Mr. Houser and “Thétis 
















— eS RS : 
ee ae cae ee ae 
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(Mr. Renwick) 

Mr. Milliman, I notice in the docket that each of them refers to 
telephone conversation with Mr. Miliman but doesn't indicate where the 
call originated. I take it that the one on November 6th originated wit 
Mr. Houser calling Mr. Millman. 

Mr. McCallum: Yes, from memory, the way I have it in my 
mind is that at a board meeting of another company which Mr. Houser is 
a director of, which is in the financial business, he had run into # 

I guess Mr. Miliman or Someone like that, and had broached the problem 
of could they find some Folenpibdicl feels I think Mr. Millman then was 
calling to say,» Sure, we think maybe we could do something for you and 
80 On. I think, I can't tell you for certain, but I think it WAS qamex 
if it wasn't Miliman calling Houser, it was Houser calling Milliman at 
someone else's Suggestion, the person that he spoke to at that other 
board meeting, sir. 

Mr. Renwick: So I take it that in Substance, without 
going into a long series of questions and answers -—-~ 

Mr. MeCallum: What does it say? 

Mr. Renwick: If I may interrupt myself on this, the 
marginal note appears to indicate ox" opposite that item. I just wanted 
the record to show that particular -- 

Mr. McCallum: Well jit is helpful to my -«-thank you very 
muchs-it is helpful to my memory because I thought it was just accepted 
right then, too, sir. 

Mr. Renwick: Whatever the substance of those 
conversations ‘gamae’ the net effect of them was that London Life indicated 
some interest in the matter, that there was subsequent consideration of 
@ little bit of negotiation as to whether they would shave the rate. 

Mr, MeCalium: Yes, sir, 

Mr. Renwick: That's - 


18 don'l- nda ih il ane a 
Mr. NoCallum: ijpmiiiiatise rie eottaErsn tata g they 


became a little more PDAS ADE 2 you will remember .@ At that time, 





money was as cheap as it had been and there was & quite a bit of money 


around, 


Mr. Renwick: Do you know who Mr, Millman is of’ what.=—, 
eee 


Mr, McCallum: Yes, he is one of the senior men in 


"7 H-2117-2 Sept. 5/73 


| 3.10 to 3.15 pm 
DT 


Mr. MoCallum) 
jondon Life. He is below the Jefferys and so on but he is a senior 


ian in London Life. 


Mr. Renwick: Do you know whether the matter ever got 





o far as an executive committee of the directors of London or whether 
t got to the board of directors of London? 

Mr. MeCallum: No, sir, I certainly «emit don't know but 
gnave a very strong suspicion that it didn't, put I don't know, sir. 

Mr, Renwick: That it didn't? 

Mr. McCallum: I don't think it did, no. See, we were 
ever able to say on behalf of Canada Square, ae they have got some interest? 
aving once awakened the interest, Houser never mm got any real 


ancouragement from Canada Square. 


Mr, Renwick: Let me throw w in what concerns me and it 





cy just be my naturally suspicious nature. During Mr. Smith's 
evidence, he gave evidence with respect to attendance by himself and 


Mr. Cronyn in an off-hand way at a meeting of the board of directors of 


} 


London Life. 
Mr. MecCAlilum: Yes. 














Mr. Renwick: Now I wonder whether Mr. Shibley could help 


= me as to when that took place. My recollection is that that @ Was a_ 





reference in November ort would not be raising it. ] 
My, Shibley: Eames cu.'t Aoi La tr Ellrcls ) bls) 
were at a meeting of the board of June, 1973, 






Sm Yo Sonn, 

stor of London See boa my recollection is that it is around that 
time and I am now going to defer, Mr. Chairman, if I may, and come back 
to it. I am not going to pursue the matter until I have got the actual 
reference. My recollection was that that meeting of London Life took 
Iplace in this same period of time but I will now check it and, with 

your permission, come pack to it. I don't want to delay -- 

Mr. Chairman: All right. Mr, Shibley, go ahead. 

| Mr. Shibley: Just coming back then to the documentation, 





‘Mx, McCallum, on page 73 of the brief, again there is reference here, 
‘about two-thirds of the way down, to the fact capg. that Phere is no 
limitation on the amount that can be borrowed and I feel i the 
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sse-first instance, the amount 
that can be borrowed should be a minimum of the American 


‘SA 
ass. equivalent of $40 million Canadian, and if limitation 





placed on the borrowing, it again shoullfe the American 
equivalent of a limitation expressed in Canadian dollars.’ 

Now, in the material produced by Ames, that wording in the draft 
was changed, so as ratheryreading “the American equivalent of 
Canadian dollars 27 4t Simply reads,"$45 million U.S," and I am 
wondering” whether you can help me and the committee as to the 
signifieance of that differential. 

Mr. MeCalium: Well, I sure don't know why it was done 
but I know that we ended up with @ a limitation of $45 million 
Canadian just in the wayyit has been described a a if 
Someone made an application to Ames for Something else, they 
aren't going to get it as far as we are comcerned. It is $45 
million Canadian and that is what the agreement says. 

Mr. Shibley: All right. Then you have dealt with what 
is on page 74. TI must say to you, Mr. MeCallum, that T took 
the October 20th memo of Mr. Houser as a memo from him to you 
pointing up @& different things, and on page 3 he was alerting 
you, among other things, to the fact, around haif—way down, 
"Enis paragraph also provides that the province of Ontdio will 
sign to this lease as guarantor, " and then there is a question mark, 
Is that your question makk? 


Mr. McCallum: Over on the left hand? Sure is. 





Mr. Shibley: So that, isn't this a situation whereas 
of October 20th, Mr. Houser is memoing you as to the e¢ontent of 
the document, you are now alerted ag to the presence of the euarantee 
and you mark it as a question, whether it should be included. And 
theg-fou communicate with Miss West, or it appedgrs/that the 
sequence is that the next thing is a communication from Miss West 


on October 23 saying there is no way there is going to be a provincial 
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(Mr. Shibiley) 
guanantee or there is no arrangement for such. 
4 Mr. Genest: No authority for it. 

MR. McCallum: Yes, no authority for it. I don't think that 
is the way I had expressed myself, Mr. Shibley ssimemimte I thought 
that I had said to you that prior to the @ 20th we, Mr. Houser and 

a, had this discussion about whether they could do it and expressed 
grave @ doubts that we could. He then got back into the issue in the 


memorandum of the 20th. We decided that weekend, when we worked on 











, that weekend, that there was just no way that was going, to happen, 
and I would use my stock thing “fr you say that yoayhave to get the 
| letter ?/ana as far as I know that was communicated to them on the 
23rd, qm dt seems to me that it was after we had had the meeting. 
or during the course of the day iadmm before Miss West's letter came 
to usz and B told you that Mr. Houser and I agreeg@ on that, 
because we talked out it last nightg-and it was after thas that 
we got Miss West's letter, amr I think that was the proper sequence. 


By Mr. Shibley: Now, then, I have nothing further on that 





document. The items for discussion, you say age the ee. 

| product of your own effort, that is at 83 and following. Is that 
 pight? 

| Mr. MeCallum : No, the 83 was the Houser document. 


Mr. Shibley: No, that is what confused me, Mr. McCallum. 





leer thought the October 20th, 72 and faslawtas, wae Mr Houser's 
memorandum to you. 
ft Mr. MeCalium: Yes, sir. 
; Mr, Shibiey: And why it is sequentially as I have 
got it in the brief is that it Looked to me, and correct me, please, 
4f T am wrong, that he memoed vewetecukoXuieven of the documents 
on the 20th, and then you thereafter said, on the document ,/“Ftems 
|) for discussion, 63 and following ?€3) delete Province of Ontario 
as a party throughout 2? That is why I thought this was your document. 
It is also his, is it? 

Mr. McCallum: No, it is not also hiss it is his, ‘Ys 


i not mine. The one that I said was mine is the one that is prior 
ia 
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(Mr. McCallum) 
to this. You will see as I explained to you. There is a hand— 
written document at page 70, and that is mine, Mr. Shibley. 

Mr. Shibley: Oh, all right. Both the typed documents 


are Mr. Houser's? 





Mr. McCallum: Yes, sir. 
ee ee 
Mr. Shibley: Then, coming back to the hand-written one whith 





is where we started, on page 70,again that looks like a memorandum 


on a Monday, 9.30. You don't know what Monday that ist 





(Tape H-2119 follows) 
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Mr. MeCallum: I think probably it was the 23rd sir. 

Mr . Shibley: Yes, you've noted it "not as a party now". 
|The next item is "permanent financing Limitpf $45 million, i.e. 
35 times 1.3 plus $600,000, $45 million." So it was rounded 
‘off with the $600,000. 

Mr. McCallum: Yes sir. 


Mr. Shibley: That's the only explanation for that 























ladded amount. 


Mr. McCallum: Well now, it was rounded off but you 





just don't round up $600,000 without a view on it. 
Mr. Shibley: Well, what's your view? 





Mr. McCallum: The reason was that there were two 
‘things that we were quite consciaus of the fact that we thought 
‘would have to be paid. So we were in a position fof saying to 
jourselves on the weekend“ fhese people, if they are going to get 
Heetanent financing and they are not going to take it down until 
1975 a ithe end of that time, are going to have to pay a very 
hefty fee to have g that set aside for them so that they can 
take it down in 19752 that was our practice, and our experience. 


We contemplated that that fee would be in the nature 






































of one per cent a@® or $450,000 that they would have to antwtp . 
“How this many Moog has subsequently succeeded in getting a promise 
\y hold that kind of money for him for 1975 without anted ie hat 

| kind of money is something TI aon Pee not in my experience 
‘that they do that sort of thing regularly. 

So we figured that $450,000 was going to have to be 

| used for sdsiah’ Looe we figured out the lawyers would take a good 
bite and it seemed to us not unfair that $600,000 would be, as you 


‘gay a round figure, that we'd better allow him, that he was never 














| 


going to get his hands on. 


H 2119 - 2 Sept. 573 
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0.83. 
a 
Mr. Gauné-Just a small retainer. 
Mr. McCallum: A nice tidy fee. 
Mr.Shibley: Mr. MCallum,we can jump ahead, Bae 89 
and following contain a number of dockets. Is it your evidence 
in summary that those attendances were wholly to settle content 
of the documentation? 
Mr. MeCallum: Wait now, I don't want to just jump at 
this. «x This is 89 sir, you are looking at? 
Mr. Shibley: 89, yes. 
Mr. McCallum: Weil then, let's look at the two that 
have been written by my secretary jthey are in handwriting. The @ 
others I won't speak about for the moment. The top one I've explained 
to you. I believe that was the time when Milan Nastich people came 
down and spoke to me about foreign exchange. The one in the 
middleg , the third one down, that seems to represent a meeting 
of October 23rd, that's the meeting we've been talking about, find 
the other two are Mr. Houser's cooks he ee they to some extent 
obviously reflect the same meetings on the 23rd. 
Mr. Shibley: You were also meeting on the 24th with 
Mr. Candy apdoute finance men. Again... ag 
Mr. McCallum: Just a minute Bow eAKs 
Mr Shibley: On the bottom of 89. 
Mr. MeCallum: Just a minute now, "met with Candy and 
the finance people", that right. 
Mr. Shibley: What was that all about? 
My. McCallum: That's at the top of page 89, isn't 
that what you are talking about? 
Mr. Shibley: Yes, thank you. 


LAAN LICE IN eee cenecigilh 


Mr, Genest: No, no, no. 





Mr. McCallum: This is another time I've been telling 





you about. fg it is the one at the top of the page I believe 
that was the time Mr. Nastich came down. Now is there another 


one you want to ask about? 


] 
RE oe Sept. 5/73 
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iJ Mr. Shibley: Oh,I see the October 24, I'm sorry ,my 


ocument th—— 

Mr . nate That's okay. 

} Mr. Shibley: I'm talking about the October 24 meeting. 
7 Mr. Genest: That's the one he is talking about. 


. Mr. MeCAllum: That's the one we are talking about sir, 


| : 
= it? 
i Mr. Shibley: What were you talking about then? Oh, 


rhat had to do with the exchange. 
Mr. McCallum: That's right sir, yes. 





i Mr. Shibley: Fine. Then jumping down to 92, meeting 


with Candy and Moog on the oTth, [phat was that discussion about, 


th ee hours? 
a Mr, MeCallum: 27th, (ell, that's the one I was telling 
you about. Hemant that's the one where we had been to the Gommission 


tp 
the @i 25th, they said to us, "You Feige DeETer than this, 4n 


ve to get a participation in respect to what 





lparticular you ha 


we've ealled the bank floor", and that was, as I recall,almost 


| 
B esvery dealing with that getting of that $40,000 which you 
i 


see in the documents now. There may have been at the same time 


gome of the other matters th 


with, everypne of which wotehe reported 
which went to them on November ist. 


at we were told to go out and deal 


on in the subsequent 





patter to theCommission, 
ll 


Mr, Shibley: Mr. McCallum are there any dockets of 


ee 


lf +e 

| yours gubsequent to oyober 30, 1972? 

Mr. MeCallum: Are there any dockets of min 
ieee 


/4s the one on the next page, page 93, is that the one you are 









ec Well, there 


talking abott? 
Mr. Shibley: Yes, | 
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Mr. McCallum: I've told you that I think that is inaccurate 
that that should be marked for the time I went to the commissgiongy 
$m on the ist. 

Rr. chibley: Yes, all right. After that did yOUdes 

Mr. McCallum: Well, not that I am aware of. 

ap Cero, none 

Mr. Shibley: I might tell you I && found Eigen your file. 

Mr. McCallum: You didn't?’ Well ft haven't gone through them 
but as far as I am concerned that is all there is. But do you want — 
me to check for some more? 

Mr. Shibley: Well I want to know, did you have any further 
attendances respecting the Hydro building following November 1? 

Mr. McCallum: I may have had, but I don't remember any. 
The ones I would have/,j| the bargaining was over Land the ones that 
I would have would be only, would probably go to Mr. Houser, and I 
would have attendances, tm and therefore dockets of time spent with 
Mr. Houser. With the other people on the other side, I don't remembe 
any of those, sir, unless) I just don't think I can recall. 

Mr. Shibley: We1lit appears that when you and Mr. Houser 
got together the dockets reflect that. ed I am just interested to 
know whether you had any more involvement after November 1? 

Mr. McCallum: I ax may have, but I don't remember any. 

Mr. Shibley: It is not reflected in the dockets you Se 

Mr. McCallum: No. 





Mr. Shibley: Is there any reason why you would have nothing © 


further to do with this transaction pending its completion? } 


‘ 
Mr. McCallum: Yes, because all that needed to be done from i 
ana RR 
that time on was sign the papers and you are in business. 


Mp. Shibley: All right. I want to take you to page 94, 





When were these notes made? If I may help you, Mr. McCallume 


Mr. McCallum: I wish you would because I'm 


—_———_—_—_——- Ente 


Mr. Shibley: We believe, only by reason of our own 
eA tinReE SOEs, 
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CA 
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(Mr. Shibley) » 


investigative efforts, that these were notes that you may have 


prepared for purposes of the commission meeting nn November 1@ 





Mr. McCallum: No, you wouldn't be right, sir. 

Mr. Shibley: Or October 26, one of the two. 

Mr. McCallum: No,sir, you wouglan't be right. 

Mr. Shibley: I see. 

Mr. McCallum: You just are not right. This was made 
prior to either of those meetings and would have been made |= / 


} mf 
blessed if I'm just exactly sure, <4 but nothing} {that is not the 





gist of the sort of thing that we discussed at either of those 
meetings and is therefore not from those meetings, of those meetings, 
orfor those meetings. 

} Mr. Shibley: Well I'd like to go through its content with 
you in any event because it seems to be a fairly comprehensive review. 
It starts a 

"Nature of the transaction". Would you go though it for 
us, pleases it is in your handwriting? 
Mr. McCallum: Yes. What was your suggestion? Did you want 


me to read it to you, sir? 


Mr. Shibley: I'd like you to read it and comment on it,ey in 





an explanatory way as you go through it. 

Mr. MeCallum: Well, "Nature of the transaction", I don't know. 
I suspect that; |I can't think of a reason in the world that I would 
make a note "nature of the transaction" unless I was trying to lay 
out a skeleton for enlarging on in a letter or doing something of 
that kind. That would just be a reminder that I was going COy. 

Mr. enipley: So you want to peg this ag at least in 
October | 1972s a have already effected a set-off to come up with 
a net amount of $4.84 on the rental? 

Mr. MeCallum: Wéll, 1 don't remember when that was doney but 
that is true, it was done. 

Mr. Allan: Mr. Chairman, the mention of that $4.84 net rental; 


isn't that misleading? 


Mr. Shibley: It is, becmase the, ._ 


os 
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Mr. Allan: There is no $4.84 net ental, because the 


difference between $4.84 and $4.92 is an amount that Hydro are 


paying in taxes on 


H-2121-1 follows 
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 etpctaxes—es behalf of Canada Square for the property they - 
isn't that right? 

Mr. McCallum: - No, that they're, Canada Square, are 
paying to us on behalf of the totality. of the*taxes-. 


Mr on Ley: It amounts to bs 





Mr. Allan: Well, they are paying really for their 
space? the taxes for their space. 
Mr. McCallum: They're paying - yes, that's “iE 


what it would amount to. They're paying taxes on their 





space which is the commercial space. 
Mr, Allan: And which they're deauerr ne from the 

four ninety-two. } bei 

| Mr. McCallum: Wei nO adit aA Len. if you look 

i at it this way, they're paying $6.00 for that space from 

| “day one amt I had always had it in my miud tae in paying 

us the $6.00 for that space,there was we from four 

|: “ninety-two to $6.00 which meant that the difference was 

$1. eG ogee took it that that $1.08 was enough to enable us 

to pay the taxes on that site so that, an effect, they were 

paying us the tax money. 


Mr. Allan: They are paying the tax money. 

















Mr. McCallum: That's right; so that I've always - 





Looked at it as if that meant that they were paying the 
taxes on that space. You see? They were paying us the four 
ninety-two and then they were paying us the $1.08 more which 


meant that if the $1.08 Zoo 
Mr. Allan: WP1ll, this would be quite correct. 











except that they're paying yout by the deduction their 


taxes. 
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Mr. McCallum: Yes, well, however you get at it, 





they're paying; forget the taxes for a moment while you and 
I get right on the arithmetic. They are paying us that $1.08 
immediately by atanbing, saying to us eicat:! You only need to 
pay us $4.84, which is delightful from Hydro's point of view 
because wmaen win, loose or draw, whether they rent that space 
or not, we are getting $6.00 for it. 

Mr, Allan: WB11, you are getting $6.00 but we are 
paying the taxes. 

Mr. MeCallum: Who is? Hydro? 

Mr, Allan: The Hydro. 

Mr. McCallum: Sure. That's right. Always. 





Mr. Shibley: I think, Mr. Allan, goo5, 

Mr, McCallum: Hydro from thw word go said#Me'll 
pay taxes on the whole thing’ 4.» 

Mr. Allan: Yes! 

Mr. McCallum: sus, whiych represented a bonus to sas, 

Mr. Allan: So in reality you're only getting the 
four ninety-two plus the taxes which is $6.00. 

> RETRY 3 

Mr. McCallum: ri e taxes is more than we were 
going to get if we had stayed with the original Moog proposal. 

Mr. Allan: Yes, but really, we are paying the 
four ninety-two. 

Mr. Shibley: That's right. 


« Mr, MeCallum: No question about it, sure. 





Mr. Shibley: Ail right, would you carry on then with 


ne 


tu an explanation of page 94 and following, Mr. McCallum. 


Mr. McCallum: Yes, well, I don't know why I put 





that paragraph at the top. I haven't any idea e xcept I must 
have been going to write a letter on it or do something where 
I was ging to sum it up in a way that that would just remind 
OM Ade Fs RE 
me of thing. Again I have a wmmimés reminder down. "Net 
A=! hot os i‘ 
effect; Square} /means Canada Square} dae, sons trast the building 
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1.3 plus gross floor area or 1.2 of office space of which 





eighty-three-five is commercial. Hydro pays rent of four 
eighty-four per « foot for office space for 30 years plus 
realty taxes plus cost of exchange on repayment of money 
borrowed in U.S.,maximum $45 million Canadian oF ASS. 


equivalent, against set~off of gain if exchange rate is 


= a FG ee ee 


favourablesplus use of Hydro lands, say $6 million for 30 
years at $1,003; use includes use of lands asbecursty for 


| money they borrow" 3 oo. 


Mr, thibley: Stop there, Mr, McCallum. Just from 


ae 


that content alone, isn't it clear that this is post-October 

20th memoranda of Mr. Houser's because by now there is a 
rZ, 

fixed sum, maximum $45 million; Yquestion ef exchange seems 


to be settled, ete? 


Mr. McCallum: I had the ideal,-k am not trying to 
quarrel with youl-tbut I just had the idea that those particular 
items, sir, had been g# settled prior to Ootober RK. 
a 
Mr. Shibley: I have another way of pinpointing 
4 the time with you but I suspect that it is very late in 
point of time, but, carry on. 

Mr. McCallum: Okay, sir. Then I have written: 

"Money is made;one, during construction by kickbacks from 

suppliers; two, manipulate cost between this and other | 
projects} that is, high here and low there) all this is pos- 

sible because he can borrow $45 million against a formula 


which does not keep him to C08 tes" 
Mr, Shibley: Now, stopping there, that formula again) 





this is the one in your craw, so to speak, with Canada Square, | 
that you didn't get a formula that was acceptable to you. 
Mr, McCallum: Didn't get the one I wanted, no. 


Mr . Shibley: And you 88Y 424, 
Me, McCallum: You noticed what I said? I didn't 


really agree with youy when you said I didn't get one that 





H-2121-4 Sep 5/73 
3.30-3.35 pm 
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Raves A, 
was acceptable to Big under the circumstances, I think that 
they have a working formula as I am going to explain to you 
later on this dreebrioon. bat they didn't give me the one that 


I thought we should have had right from the word go. 
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H-2122 follows 
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Mr. Shibley: No, but the key words are on page 95. 









te can borrow $45 million against a formula which does not keep him 

> costs." 

| Mr. McCallum: That's right, to kw his cost and that's &, 
Mr. Shibley: So that what it really amounts to is that 





i= Square can build a building which costs it less than $45 million 
\ 


d I am talking about all costs including interim financing|land by 
rason of the formula which has been settled, even though the all-in 

sats , ineluding design and interim financing may be less than $45 million, 
yds entitled under that formula to borrow the $45 million if he can 


% an appraisal in that amount. 





\0 Mr. McCallum: Yes. 
i Mr, Shibley: Yes, OK. Would you carry on? 


| @ Mr. McCallum: Yes. Canada Square said $34 a foot costy 
















srefore allowed to borrow $45 million but Moog is not held to cost, 
pally to appraisal.’ 
| Mr. Shibley: Yes. 

Mr. MeC&llum: And that's all you have just said. 

Mr. Shibley: Right. 
Mr. McCallum: “third, on his construction, because must 
yoduce building with appraised value, not cost value, of 45 and can 
wld for less than this and he gets this money right off the top because 


La 


» was allowed to borrow $45 million,” Mr. Shibley, while M I am busy 












puthing away these same things that I have been on so often, I have to 
Ay to you that I do believe this may be a little earlier than you think. 
16 burn was still in me when I was writing this. There is no question 
bout it, sir. 

Mr. Shibley: Mr. MeCallum, I will help you. 


Mr. McCallum: I think so. 





Mr, Shibley: If you go to page 99 -- 





Mr, McCallum: All right. That just seems, you know, 
a i inane eiece eRe 


b if I was still heated and s-, 
| Mr. Shibley: Yes , \you will notice on page 99, it has 
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Cir. snibiey) 
got BENxxaakkBaellge "E.H. -115, J.M. - 90, total 205". Are those 
your docket hours? 

Mr. McCallum: I wouldn't be at all surprised. 

Mr. Shibiey: Yes, and I can tell you that your total 
docket hours as of December 15 were only 220. 

Mr. MeCallum: Yes. 

Mr. Shibley: So that only 15 hours were expended on 
this transaction subsequent to the time when this document was 
prepared. 

Mr. McCallum: Ohya. NOs TIO... NO. Look, I am not for 
for a moment going to try and emulate Mr. Moog Spilcwnat he scratches 
and files. I heard his evidence, But if I was writing a thing like 
that and I had the file out in front of me, I was only writing it 
again for my own consumption and whatever I did that for, it &had 
nothing to do with this particular document. 

Mr, Shibley: No, Mr. McCallum, I am only trying to use 
your docket hours to pinpoint a point of time. 

Mr, McCallum: Yes, but I am PSA Saying » 

Mr. Sibley: Obviously you had your accounting 
department take off your dockets as of the time this document was 
prepared and it is within 15 hours of the rendered account. 

Mr. McCallum: But I am g@ just not agreeing with you, 
with great respect. I am just not agreeing that I had the accounting 
department take off my hours as of the time that document was prepared. 

Mr. Shibley: All right. 

Mr, McCallum: It is just not so. 

Mr. Shibley: Does that not help you £-. 

Mr. McCallum: First of all, they don't take it off. 





They give us some sort of a thing off a computer. The fellows are all 
on computers, 


Mr. Shibley: You are? 





Mr. McCallum: No, not me. 
A tee inane nee 


Mr. Shibley: I thought your firm was one of the ones 





that was on computers. 


Mr. MeCallum: No, the firm do, All the dockets for 
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Mr. McCallum) 
ne firm Gua» 
Mr. Shibiley : That's what I mean. 

Mr. MeCallum: <> With one exception that you are looking 


tare on a computer © This one, they haven't been able to hie y yet. 





Mr. Chairman: Mr. McCallum ved 
ed wasn't computerized. 

| Mr. Shibley: Oh, I realize that. q There is no way 

Way could computerize Jim McCallum but your docket time is computerized. 
Mr, McCallum: No, iteisn't, They just can't get me 

b £ conform. 

| Mr, Shibley: I see. 


i 
i 
1 

















Mr, Chairman: I was going to say earlier that Mr. 


ouser seems to be a much better docket man than you. 


Mr. MeCailum: Oh, he licks me hands down. 
Mr, Chairman: I was noticing that he had people present 


t his meeting which was obviously the same meeting as you were at and 


ou didn't have them present. 
Mr, McCallum: No, I know. Well, I am the despair 


f that organization. ¥ I don't know why you want to portray me so 


adly out here in public. I can get it bad enough quietly. 


Mr, Chairman: I am just looking at our comments earlier 





n the day, Mr. McCallum. When you started off, I said you looked a 


ittle dragey. It is in the transcript here. 


| 
i 


Mr. McCallum: Yes. 
| Mr, Chairman: You look better this afternoon than you 


m this morning. 























Mr, Shibley: Carry on in any event. I was just 





eferring to those hours as indicating the timing of the preparation of 


his document, Mr, McCallum. t have taken it that it was well down the 


ine because sos 





| Mr. McCallum: I know. 


| 
4 
| 





Mr, Shibley: 4 Of the total for which your firm charged. 
t was 220 hours, It appeared to me that 205 had already been expended 


hen this document was compiled. 
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Mr. MeCallum: I know and I don't blame you for coming to 





"hat conelusion a but I just must tell you, it isn't BO. It isn't 
valid. 





Mr. Shibley: All right, let's go On. 

Mr, MeCallum: The tenor of the document leads me to 
know more where my tummy and my feelings @ were at that time and I 

obvious, 

nara name still had my burn on. 

Mr. Shibley: Yes, 

Mr. McCallum: For example, if it cost $40 million, 
he pockets $5 million on comp teke completion, 

Mr . Shibley: Where are you now? 

re rr orteay I am over on page 96. Isn't that 
where I am supposed to be? 

Mr. Shibley: m5: 

Mr. MeCalium: Oh, did I not finish it? Yes, I 
did, you know. 

Mr. Shibley: No, I don't think eyou did, You did the 


top of it but midway fri 








(H-2123 to follow) 








wept. s/i3 
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Mr. MeCallum: Didn't I go down to the end of that? 

Mr. Shibley: Said $34 per foot cost. 

Mr. McCallum: Well you know, I'm not loath to read it again 
but I just hate to repeat these things. 


Mr. Shibley: I'm sorry. Go ahead. 





Mr. McCailum: Okay. Where do you want me to start now, I'm 
not too sure? 

Mr. Shibley: No. 3 on that page. 

Mr. McCallum: All right. "On his construction because 
must produce building with appraised value, not cost value of 
$45 and can build for less than this, and he gets this money right 
off the top because he was allowed to borrow $45, Example: If it 
cost $40 pmiilion he pockets $5 million on completion. Of course, 
Canada Square should get more than actual out-of—pockets and 
substantial because of overhead, contingencies and profits. But cost 
usually includes those. REally three levels; out-of-pocket say 
$35 million, add 20 per cent for million. gave cost of $42 million". 

These figures are things, I think, very ys in my 
thinking. 

"Sugar - $3 million". 
Oh me, I wish these things weren't all out in the public. 

Mr. Gaunt: That's a lot of sugar. 

Mr. Deans: That's a lot of sweet. 


ee nen PA ELISE LOOT SM EPI 


Mr. McCallum: However,“ ffinimum profit equals 3 per cent 





times 40 equals $1,200,000. Sugar equals $3 milliong Total $4.2 maikde 
million.”? 
Mp. Shibley ; Ys this an endeavour by you to have some 
thoughts recorded as to what you thought Moog's profit might be? 
Is that what ¢his amounts to? 
Mr. MeCallum: Yes. I wasn't really directing my mind at 
this. As you ean see am off using inaccurate figures, and not 
trying to be accurate or precise at all. I tell you, I obviously 


was intending to use this at some time @mx to write a letter. 


3:0 ~ 3:85 pm 
CA 
H-2123-2 

Mr. Shibley: WELL I am wondering about that, Mr. McCallum. 
I wondered when I read it whether you used it for purposes of one of 
the two meetings you had in October of 1972 with the commission. 

Mr. McCallum: No, sir. 

Mr. Shibley: Whether you walked in with notes prepared to 
give them advice? 

Mr. McCallum: No, I did not walk in with these. That is just 
for sure I didn't, 

Mr. Shibley: All right. Okay. Well then, I have not seen 
any letter with this type of content. 


Mr. McCallum: Neither have I, and maybe I never wrote it; thai 
is what I am saying. I ean't remember what I put it together for, J 
but it sure looks a lot more like in the sense of writing a letter 
than anything else, and I guess I just didn't do it. 


Mr. Shibley: All right. 





Mr. MeCalilum: Goodness knows when I was going to write it, 
RTE AER SES 
but I guess I Addi torn poeta thane EK. 


Mr. Shibley: Would you go on to 97 please? 





Yke 
Mr. MeCallum: "AftePybduilding is up. Retains commercial 
ates» ache elected de 





Space, therefore, makes profit on that for 30 years, But Hydro do 
participate in part of that. Examples $40 ,000 a year on the ground 
floor, and 50 per cent of excess rent over $6 on lower floor. Cost 


to hi mis $4.92", 
XS 


Mr. Shibley: Now, just before you go on. In rspect to the 





ground floor; am I correct from your earlier evidence that that is 
28,000 square feet? 

Mr. McCallum: Who? That is 24,000 wasn't it? 

Mr. Genest: 24,000. 






Mr. McCallum: 24,000 there and then there was on the upper 
concourse, don't I remember, 63,500 or something like that, Mr. Shibley 
Mr. Shibley: In respect of the ground floor then; was Hydro r 
getting $40,000 a year for 24,000 square feet? Am I interpreting that 
right? 


Mr. MeCallum: If the 24,000 feet was all rented, they would 


OY aT ERAT ATOR ARERR IEE 


get $40,000. 


ee 
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Mr. Shibley: That is all? 





Mr. McCallum: Correct. 

Mr. Shibley: They don't get $6. 

Mr. McCallum: By way of participation. No, no, we went over 
this. They get the $6 for allycommer cial Space. 

Mr. Shibley: That is what I want to know. Do they get the 
2% $6 on the ground filior? 

Mr. McCallum: Yes sir. 





Mr. Shibliey: Plus... 





Mr. MeCallum: This is all part of the 83,500 feet. 





Mr. Shibley: Okay. 





Mr. McCallum: This is the participation part. 





Mr. Shibley: That is what I want to clear up. 

Mr. MeCalium: Okay. 

Mr, Shibley: @11 right. Catuammnmens Carry on. 

Mr. McCallum:@And Aesgammmligged then it goes on, it says% 


"He has to pay rent on this commercial from day Hydro move 











in".That is your $6. "Even if commercial not used then”. \ gees 
have got; 

wigs (2) Rent $4.84. $3.35 to pay Hebt which is total 
construction cost and profit. Leaves $1.49". Then I have got” 
a series of things which I can't read because of this corner. But 
I have gots 

"Maintenance - elevators, mechanical equipment, repairs, 

heat..." 


Mr. ShibleY: You don't have to go through all that. 





Mr. McCallum: Okay. 





Mr. Shibley: You make some calculations I gather. 


Mr. MeCalium: So I make some calculations and I arrive at 





saying to myself, "WEl1, if there was $1.49 in that category, and 
he spent enough where he had 80 cents left, then if he had 80 cents 
on $1,200,000, he'd have @@@x $960,0Qa year." 

How, 7 Oy see what the real calculation there is. Why don't 
we do that for a minute? Let's think about it. You have got 


$4.84. You are going to use under this arrangement of ours $3.24 


~*~ 
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(Mr. MeCallum) 
to buy the building. $3.24 will buy you the building in 30 years 
at 8 per cent. Right? So that leaves you $1.60. From that $1.60 
that man has to pick up his maintenance, operating and so on. 
Now I wasn't here when Mr. Witbeck gawe his evidence, and 


I have never read his evidence since, so I don't know what he said, 





and I wouldn't want to tromp in on his toes. But initial ly, qgeeemeto., 


when I first looked at the deal, we were talking not $1.60 but $1.45 


if you renember sy 


H62124-1 follows 
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trying to make calculations, rough ones that would a man make 
out of that kind of money? 

And I referred you earlier to the fact, and I should 
just bring you back for a minute, you have got to say to yourself 
mnts thing starts in the middle of 1977" and with what's happening 
to the WI a, poo, conte Keintenanse today, I certainly feel 
that gout of the $1.60,precious little will be left over and above 
what will then become the base year for the whole of the operating 
costs at that time. You have got to have in your mind that 
30 cents certainly isn't going to take care of the janitoring and 
anything that I would know would indicate that 50 cents won't take 


care of the janitoring, aaa to give you a judgement of my own. 





50 cents won't take care of it. The balance of the maintenance 
and so on would be, it would get you up to about 4 dollars I'd 
Lc padhecaain 70 to 80 cents. Anyway, in excess of 70 cents for the 
wm rest of it. 

I can't see any way at all that there wouldn't be a 
base price of say 80 and ak a would be $1.30. If there would 
be a maximum,in my judgement, left, it would be 30 cents a foot, 
and that would be a maximum. To make my forecast into the future 
that would be two things—= W “hedge, because I may be completely 
wrong Sw it could go up a lot faster, I guess it could go up #Louer., 
but the way we're going I'm hunching 4t will go up even faster. 


Mr. Shibley: That 30 cents would be applied against 





a 1.2 million, being the net rentable, or an overall of ¥.6 million 
year. ; ; > 
net per / xiamadatcamx Is that si eich linc 


Mr. MeCallurt That's right. If it turned out to be, 


Sereno emma re 








ao ae 





that would be it. 


Mr, Deans: No, no. 








Mr, Shibley: $369, 7ARe 


Mr. McCallum: $360,000 a year. 
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Mr. Shibley: Yes, $360,000 a year. 


jeghk 
Mr, McCallum: Well senre we ieonnws if you were 
en ESSE SURE SEE 


to take the wmamaem& present value of that it's a considerable sum 
of money too. 
Mr. Shibley: Yes, it is something over $3 million. 
Mr. MeCallum: It's a considerable sum of momey, Sut 
look, that's a guess; you'll have others maybe who will guess 
better for you, but I bet you they won't be very far off @ that. 
It has got to be a ade minimum to get up to $1.30 ot E (ent 


oud of that $1.60. 


Sth 
Mr. Chairman: Canada Square viously writing in 
0 ITSO NSFP 





here something for inflation which I suppose is a rational thing 


for them to do. 
Wy, Stilteys Well, they Al xverk. 
Mr. McCallum: They didn't write in enough initially, 





as far as I can see. I think that they all guessed wrong. I 
think that we were guessing and that others did too, and if you 
get them in and ask them what it is going to cost them in 1977 


people |. 
that there will be/w@eaeezx who are experts in the fieldYwill say 





that it is going to cost them every cent of $1.45 and more. I'm 
guessing more than $1.45 in 1977, when I say that's what they've 


got to get to. 
however, 


Mr, Shibley: The question 135; MP>MeCallum, for 


example, Y and R put in a mm proposal with maintenance at $1.25; 
no matter that they were guessing wrong, Hydro had the option to 
_ take that proposal. 

Mr. McCallum: Yes, but you know,Mr. Shibley, I don't 
know how much ERERRE Vou could pay to a figure when a man is 
asked to provide the figure that he really counts into two; it 
doesn't much matter to him.iIin the final sina gearing ot he gets 
in a lump sum. And sometimes I think we am, are inclined to pay 
a little too much attention in these proceedings to a split that 
the man makes himself; maybe that's a little sales, he gets it 


one way or another to suit himself. 
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Mr. Shibley: Mr. McCallum, I'd like to go back and 
ask you to do what you were going to do earlier, and that is to 
explain for the benefit @ of the committee what is your under- 
standing of the actual wording of the formula which formed part 


of the contract referable to aan satin oF this property. 













peers tyes TF | ee Se Yotty-3 ee 
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ar emma Sos 
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i Me Callum: Okay , I wanted to do this as well as I could for you and I 
have given some thought to it and if I can just refer to 
notes as I edf just bear with me for a few minutes}. |I will 
try and tell you. 

The formula refers to two things. If the appraised 


$uUL-u MA; QA 
value of the building project is less than feuntxz Owu7.. Pour 





without reference to the Hydro leases, Hydro's total rent 

payment is to be reduced by three-quarters of the BH propor- 

tionate reduction. Just don't let me forget to come back to 

a discussion of how they got the three-maquarters because it 

te, 

really is a full reduction in respect the cost of the 
enance., 

building» the thing that is exeluded is the naintagamer” 


There's a very \keeS?RE4% reason for taking three-quarters 





of the total. 

Secondly , Similarly, the amount which Canada Square 
can borrow on its first mortgage is to be proportionately 
reduced, 

What Hydro is really doing is buying a building 
and what this formula is really doing is saying that if the 
building which they are buying is worth less than $44.4 
million, again without thought of the Hydro leases, then 
the amount which Hydro must pay for the building must be 
reduced. At the same time, therefore, the amount which can 
be borrowed by Canada Square to pay for the building must 
also be educeds obviously thats the case because if the 


building is not worth fortys=four four, then Canada Square 





don't need to borrow ¥eety,feur~four to build it. 
a Sdthose two things work together. 
What is to be measured in this formula is the appraised 
value. That phrase simply means the value as determined a@ by 
an appraiser, The only operative word in that phrase is the word 


Wanita "value". It's just the same sort of thing WVou have 
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van into many times in your life} your people speak of 
assessed value - well, what's assessed value? Assessed 
value is value which is to be calculated by an assessor 
and for convenience, we have always and always called it 
assessed value. If you going to call value made by an 
appraiser, you call you it appraised value. The only word 
that is of importance is the word "value". The word "value" 
is one of common usage when applied to a building. You 
often hear it used in connection with a building and many 
other things. You speak of the value of a car} the vaiue 
of a house; the value of a building. 

In this case, the word "value" really means the 


intrinsie value of the building itself, the structure, which 


\ 


It's the value which attaches to that 
building independently of anything else. 

Our problem in this case is to value a building 
which has just been constructed,which is therefore brand 
new. It must be valued apart from the land upon which it 
sits because Hydro certainly are not going to pay for the 
land which it owns. In addition to that, the buiiding/in 
no sense @g going to be exposed to the market for sale, 
so really there can't be any question that we are trying to 
find the market value of the building. 

Finally, the building must be valued without 
regard to the Hydro leases or otherwise Hydro would simply 
be putting a value on the worth of their own covenant on the 
income stream, And they wouldn't in any sense be trying to 
value the brick and mortar and labour that went into that 
building. 

Now, those constraints are very real and make this 


avery individual, unique value that must be found, When you 
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Ctr, 


take into account that what is being sought in this formula 





is a measurement of the value of the type of building I have 
just described, you will immediately be able to appreciate 
why it would be inappropriate to use as a measuring stick 
markét value. That is something that you were on to the 
other day. Because ,as I say again, no sale is contemplated 
and indeed, any sale would be difficult, because no land 
goes with the building and other reasons that you can think 
of. I think Mr. Renwick Suggested the other day that he 

was persuaded that if they ant to say market value, they 
would have said market value and I agree with him whole- 
heartedly. Market value was not was intended or that's what 
would have been said. 

Under the circumstances of this case, Hydro was 
perfectly prepared to make periodic payments which would 
effect the purchase of this newly-constructed building, 
whose value or, for purposes of clarity I guess I should 
call it intrinsic value, whose intrinsic value is at least 


+ 4 iL. 
Por Siete Gores eens million, 
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Sbidhl|o-csgniiedaceainae., fut if its intrinsic value is not worth that much, 
Hydro wants a reduction in its periodic purchase payments. 
That is what they are doing. In measuring the intrineic value 
of this brand new building, where there is no question of 
depreciation, you simply calculate its replacement or its 
repreduction cost. That is, the gm ordinary costs experienced in the 
market by ordinary contractors during the period of time that the 
building was being erected and allowing for a normal and reasonable 
profit for a contractor. That is all you are doing. Now, when 
Hanscomb Roy, who are quantity surveyors, cost this building after 
it is up and in place, they will be 9 making an estimate of its 
reproduction cost, having regard to what it would have cost an 
ordinary contractor, at ordinary and reasonable priced, to 
reproduce that building during that same period of time. 
They would not be costing it having regard to Moog's cost. 
They wouldn't be trying to have the benefit of his better buying power, 
int is, of his better uacaves he says he has, if it is, they would 
be saying, and ther@fore Hydro would be saying, we are prepared to 
pay for this building what it would cost an ordinary person to 
put it up in those times progiding they were paying reasonable 
prices and labour was reasonably efficient, and that is what 
replacement cost is, and that is the sort offthing that quantity 
gurveyors do. And that is what will be done here. 

Hanscomb Roy will, of course, include in that calculation 
a reasonable construction profit for that mythical or ordinary 
contractor. That is, again, perfectly appropriate that Hydro 
should agree to pay for a building a sum which would inelude a 
reasonable contractor's profit. You don't expect to get it without 
any return to the person who put it up. 


In addition to the vaiue of labour and materials, as 


Sept .5/73 
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measured by what it costs ordinary contractors, which is not 
Canada Square because we are not talking about him, there must, 
of course, be added the cost of interim financing and architects’ 
fees. Those are legitimate costs of reproducing the building, and 
they have to be added in. Now, when you get a total of the 
ordinary costs as calculated by the quantity surveyor, and you 
dio Sadad Mlcesacanensé contractor's profit, the cost of his 
interim financing and the coats of his architect's fees, you have 
arrived at the replacement cost of that building. OW the facts 
of this case you have arrived at the value of that building. 
And under this formula, that yg «=6ccives you the answer to what 
the value is. 
It wasn't intended to be obtuse. It was that there 
was serious argument about making very clear that there should be 
the words "reproduction cost" used, and I tell you Moog tgmt has 


a hang-up on using that word. He just wouldn't listen at any 
would have 


time to what I thought/made sénse, that reproduction cost could be, 
and that is different from where we started, Moog's g cost, that 


reproduction cost gy should be an appropriate way to measure the 
value of that building, and that is why we came around, finally, 
to the use of ‘value which I say is the same thing, and what he 
S@gix says, I don;t know, You ean ask him. He did it here, he 
has done it with me a dozen times. Every time you ask him what he 
wants he starts talking about the market, T say that has no part 
to do with it at all. 

In any case, Hydro is prepared to pay exactly what that 
building is worth, and that means its value, and they wanted to 
be sure that if the building did not have that value they would 
nothave to still pay $44.4 million, and what is more, they didn't 
want Canada Square to be able to borrow more than the value of the 
building. To put it at its very simplest, if when the building 
is up Hanscomb Roy take off the ordinary or market “Sear for the 


labour, materials and incidentals that are referred to in their 


SY 
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reports,and they add in a reasonable profit, reasonable interim 
financing costs and reasonable architect's fees, they have 
given us the best estimate of the value Gimme of that building as 
4t will be at that time. 

Mr. Shibley: When you use the word “value” in that statement, 
Mr. McCallum, or that evidence, you are using that term as a term 
of sal as employed in the bonennette 
| Mr. MeCallum: And as employed in what I @all the formuia, 


Se RSA TIRE 


I sure am. 


Bias. 
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Mr. Shibley: I am personally in your debt because 

it's the clearest outline that I've heardyet as to what Hydro 

at least intends to be the mde of computation of that valuation. 
Mr. MeCallum: Marys you can appreciate I hope I've 


made it very clear to you in addition to that, t have not been 
try to describe the cost to Moog,which was the cost that I 
initially sought to get in the formula. I have told you that 
that's where Hydro started and certainly we tried to reproduce 
gand this Kat 

we have com e up with is not what we started out to get, but 


I think that the agmg@iee reproduction cost@ as I've dim 


what had been done and we just didn't succeed 


described it is nothing that is going to injure Hydrog on the 
contrary it is something that Hydro can live with, if their 
reppoduction cost in fact is going to be lower than $44.4 
million, I believe, and it is certainly my opinion they'll get 
a reduction in their rent. 

Mr. Shibley: Now when you talk about reproduction coste 
you mean reproduction costg ge wetha date of installation of 


the work or material. 


Mr. McCallum: Historically, yes. 





Mr. Shibley: In this building? 





Mr. McCallum: Yes, 





Mr. Shibley: SEcondly 





why you use that hs i take 


a that if Mr. moog by whatever wesne. as able a Ae 


a certain part of the job for $800,000, “Yrereas it would normally 


have cost a million to have that work done, to have that work reproducet 


4 -~ 4:05 pm 
C.B. 






o use your term, by enyevher entractor, Ke s the latter figure 


(4 4s intended to be included. 
Mr. McCallum: That's right, and we sought not to be 


able to take away from him the fruits of his special abilities. 


Mr. Shibley: Yes, I understand. 


Mr. McCallum: And we ought to be prepared, to put it another 


to pay what the cusimbiesx ordinary mang would pay in the sense 


way» 
eK u 
of ordinary under reproduction esot: : 
| AO 
Mr. Shibley: Conversely, of course, if ftyeosting Mr. 


Moog a miliion to do certain work whereas it could have been done 
by others for $800,000, you arert prepared to allow him that 
|$200. 

| Mr. McCallum: That's right. 


Mr .Shibley: So the =i. variation in your thinking, 
rom costg, is the differential.... 





| the interpretation 
ie 
| Mr. McCAllum: From Moog's cost@, keep using that, and we 


|will be together. 

Mr. Shibley: I understand, from Moog's cost is the differntial 
that mightemanate from now peeeuatuexe reproduction costg. 

Mr. McCallum: Yes, plus one other thing. that Moog's cost 


doesn't have in it. Moog's cost doesn't have in it any reasonable 


return fp for the contractor doing that work. 
A ve 


I 
} Mr. Shibley: All right $0 ities on 72 parepace to add 


> 
Mr. MacaLium: Gp bees sas that in. Gaede 
inate ate Sie 


or he 







Mr. Shibley: On the other hand he is contending, 


| Mayon. I'm sorry, he didn't contend for its t think he left it up 
to the appraiser, as to whether the appraiser would allow him 


royalties. 
Mr. McCallum: That's what I heard him say. 


—— ieee 


: Mr. Henderson: Mr.Shibley...- 





by Mr. Deans: I want to ask a question about that. 


Muextien 





i 
ie 
} 
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Mr, Chairman: Mr.Henderson. 
Mr. Henderson: Mine is just a simple little 
question here of @imm@@ clarification. You suggested Gimp 
the reproduction costs at this am date or the date of take-over £ 
I understood the other day in the evidence that the reproduction 
costs in 1975 would be the figure. 
Shibleys 
Mr. Sedmabeeee No , no, 80 let's say at the present 
time —7 
Mr. Henderson: That's clear then is it? Because I 
get the other interpretation. 
Shu : 


tama: At the present time it is costing 






Mr. 





so much to do, let's say, the foundation work, and let's say 


that... 





Mr. Henderson: That ' 8 aagapepeedeee ana 
then is it? ‘ 
Shubleys 
Mr. That's right. 
Mr. Henderson: Okay, 


; SE ¢ “ ae 
Mr. ; ay's date we are talking aboutz 
Luk Mei aot oo eed 


reproductién costs. 





Mr. Henderson: That answers it then, thanks. 
——— _ _ aaeieemeeeeademainta” 


Mr. Deans: I want to... 





Mr. Chairman: Mr. Deans. 





Mr. Deans: I want to try to muddy up some very clear waters. 





What in your opinion would this normal contractor reproducing that 
building, taking into account thefiifference in costs over the yeartg 
have to pay Mr. Moog royalties for the use of his «what's it 
galled .=- 


Mr. McCAllium: Whatever, I know what you mean. 





Mr. Gaunt: VVR, 


Mr. Deans: VVR systems would he normally have to wae 
pay royalties for the use of that system? 
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Mr. McCallumis Well, 1 think it is like anything 


else. What I think would happen is the following. If he 





wanted to use ae heli system,"this is, let's say, our Apurantenaiet 
quantity surveyory and he said" How much would it cost me to get that 





: 
| system", and he concluded that Moog had said, eed Sa de te NE 
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Ctr. MeCallum) ) 

bb won't let you have this system unless you Same an extra 
million dollars for royalties >? He would turn on his heels 
immediately and say, "I will endeavour to reproduce the 
utility of that system as best I can and I won't accept that 
price. {nd he would go and get a market price to replace the 
utility of that as best he could and without paying that 
kind of an exporbitant matter. If, on the other hand, he 
concluded that he could have the utility of what we have 
heard described, Riamgee ay commenting one way or another 

4 very excellent system, for a reasonable price that he 
thought was much in line for the utility he was gta going to 
get out of it, then I think he would take that price which 
might indeed inelude a royalty. He's not going to get the 
royalty, you understand, but in the costing that's how he 
would do it. 

Mr. Deans: Well, he will get the royalty if the 
royalty is calculated into the cost. If it is the appraiser's 
opinion that £22 

Mr. McCallum: Mr, Deans, he'll leave the benefit 
of it. 

Mr. Deans: Yes 4... 

Mr. MoCatium: WS are going to give him the benefit 
of it under this theory, \We are going to give him the benefit 
offll the specialties that he's got special savings, that he 
can affect over what the ordinary man can affect, 

Mr. Deans: Okay. And if by some appraiser's deter- 
mination that was worth half a million dollars for was barerhi t 
don't know = it doesn't matter ma what the figure is}| but if in 
the appraiser's opinion, the normal construction company would 
have to pay in addition to the base price a half million dollars 
in order to use that System, then that would be a half miliion 
dollars more that Mr. Moog would be able to draw down or add on 


towards the $44.4 million, 
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Mr. McCallum: Without causing a reduction but only, 


as I said a few minutes ago, only if the appraiser came to the 





conclusion that what he was seeking to get fad to be the Moog 
system. If he said to himself, fhat's much too expensive to 


produce the result I want, which is to air condition the room . 


f 


wk and I won't go for that much, it & just doesn't payme and 
that isn't reasonable, he would not do that in his valuation. 
That is just what a quantity surveyor would refuse to do. 

Mr. Deans: We hope! 

Mr. Chairman: Now, Mr. Renwick. 

Mr, Renwick: Yes. I would like to ask two or three 
questions simply for the purpose of trying to rule out a lot 
of the misconceptions that were, if I may say so, that were 
floating around about Wenn the meaning of this term “appraised 
value". I am referring specifically to the letter of October 18 ss. 

Mr. McCallum: Wait til I get mine. Okay. 

Mr. Renwick: I take it, having regard to previous 
discussions}jand I also am extremely grateful to you for that 
very concise statement of the problemL|I take it, therefore, 
that Mr. Moog's insistence, which is understandable, that his 
costs be private to him and were not disclosable to Hydro is 
irrelevant in your viewpoint, from the point of view of the 
obligation imposed upon the appraiser, appraisal firm under 
the letter of October 18¢ 

Mr. McCallum: I don't know that I wouid want to 
go mw quite as far as saying they are irrelevant. We can do 
without them. 

Mr, Renwick: You don't need them? 

Mr, McCallum: We don't need them. 

Mr. Renwick: Right. 

Se eee aneo BCA, ms 

Mr. McCallum: But they might pe-quite helpful. You 

know, after all, a quantity surveyor is going to logk at all 
the detailed plans and he is going to be putting costs on it 
and he could miss something aadthe man may well want to say 


"Were are my costs themselvee, and you don't understand that 
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| 
contractor had to do thus and so and you couldn't get steel 
at that time. I don't know what but I could see how it might 
come into it. 
Mr . Renwick: I can understand that and, therefore, 
Mr. Moog's concern to maintain his costs as private is not 
being arbitrary on his behalf for the purpose of defeating 
the purpose of this appraisal letter. ett 
Mr. McCallum: No, it really diet hms 
Mr. Renwick: It's not an arbitrary refusal on his 
part of something which is essential from buomoy 
Mr. McCallum: There are some of us who couldn't 
understand it but he's entitled to it and we won't suffer 
from it if we don't get it. 
Mr. Renwick: And he would be entitied to disclose | 
such costs as he felt he wanted to diseussor ohAc Case. | 
Now the second point is, I take it that all this | 





discussion that there would be some kind of a meeting between 
the appraiser and Canada Square and Hydro for the purpose of lenin 
within certain limits, which elements were to be included or 
not included, fbrs just not necessary 3 it'spot part of the 
appraiser's job. 

Mr. MeCallum: fI really don't think it will be 
necessary because == and I suppose that is what is called 
going out on a limb == I don't think it is all that vague 
and indistinct nog 

Mr. Renwick: No. 

Mr. MeCalium: acs and I just don't think it will be 
necessary. 

Mr. Renwick: So that the purpose of the letter of 
October 18 was to select an expert firm in this field to come 
up with a figure which when they come up with it, if they do 
& conscientious professional Job about it, will be not debatable, 
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<wRX Mr. McCallum: Really, I hope that's what it is. 
These people are people who have been in the business of 
doing exactly this sort of thing for a long time. They do 
a great many valuations. I suppose their chief client 
originally when Red Chaffe was running the company was 
Great West Life: you will remember back hora c khey are 
very well known people doing exactly that. 
Mr. Renwick: Yes. Yes. So I take it that the 


contractors bid if one were back to —- maybe I am going to 


overstate this but to kig help me 


H-2129 follo 
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» I take it that had Hydro gone the original 

route that they had planned, that is, incurred their own 
architects' fees, in“curred their own costs for interim financing, 
and let the contract on tender and taken, give or take the quality 
question that they might want to assess, but for practical purposes, 
taken the best tender that they got for the job, that in some 
way what you are saying that this formula means relates to what 
that cost would have been had they gone that route but that you 
must reconstruct it now in a hypothetical sense. 

Mr. McCallum: I don't think that is unfair. The 
major difference, though, I am not sure that you see it, is that 
had we made that election then, we would % then have been starting 
today and the historical construction period would @ have been from 
let's say, today 1973, on into 1977, and the material difference, 
and I suppose one of the great advantages we have sitting here today 
~ there are lots of disadvantages with all this hindsight - but there 
is one real advantage we have, we have been able to see an over- 
whelming rise in all the @ ingredients that go into aecommodation 
and structures over the past six months, but certainly in the last 
year. I feel, for instance, that if there were initially problems 
and , let's say, too much elbow room, in the Hydro pea debian: 
fortune has smiled on them and has @ frowned on Mr. Moog. ‘The 
interval has worked heavily in favour of Hydro, and today, it is my 
judgement that the contgact is a good contract and that they will 
benefit mightily from the fact that costs have mone up so much. 
If we were starting to do a tender, we would have to get ail the 
drawings ready from then until now, which they wouldn't have ¢hem 
ready any more than now. Now we would be calling for contracts instead 
of the building is well on its way up, you can see it poking its 
nose above the ground. | 

Mr. Renwick: I understand that distinction and reservation,- 


I know you can't equate the two of them exactly, but what Teens 














a 


Ss eee — 
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Mr. MeCallum: The analysis, I think you mwere thinking 
of, in the sense of the analysis or the work that the man would 
do would not be gt dissimilar. 

Mr. REnwick: Yes, all right. Now, I take it @m that 
whatever the origins of why you felt that this was of real worry, 
in other words, in ail of your documentation prsmunad 

Mr. MeCallumg=I know. 


Mr. Renwick: pou. this was bugging you richt eee 
ntl 


from the very beginning. 


Mr. McCallum: Sure did. 






a epee oe 
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Mr. Renwick 


expertise ofwhether it was because of being specifically asked to do 





this or a combination, I don't think matters. 

Mr. MeCallum: Well, I will tell you what it was 
BE& primarily. I was convinced that Moog had made a deal with Candy 
in which he had said » if the cost goes below $34, you will get the 


&a reduction in rent. 


Mr, Renwick: Yes. 
Mr. MeCalium: And he wouldn't put it in writing and 


he never would, em@ I just don't think that -- and Hydro thought that 
that was the kind of a deal that they were getting. 

Mr, Renwick: Is this the solution jin so far as there 
is a solution in words , <n to that concern which is reflected right 
throughout your documents or your own internal memoranda? 

Mr. McCallum: Well, it doesn't do much for me in the 
sense of if a man makes a deal, I think he k is supposed to Stay in the 
deal and particularly in this kind of a business. You are a big boy 

_ and you are grown up and you make a deal with a man like Candy, you 
ahools Stick to it. He didn't stick to i¢ and 4s you can see ,2not 
only didn't stick to it but he tried to gO a long way from it, The 
documents will demonstrate that he was trying very hard to have market 
value to and including leases. He was trying to value the income stream, 
and that kind of thing was not finding much favour with me, not a little 
bit, aud Fhe more he tried, the ax angrier I would get because it just 
didn't seem to me —. he vie age Ment away from what I understood to be 
& promise and walking just as far as he could go in the opposite direction, 

I think that we have Gone a very long way to bring him back 
down to where we can live with it but we never did get him eback to where 
he started from. He never lived up to the promise that I understood he 
gave, That's the soul of ES 

Mr, Renwick: Mr. Chairman, I think that answers my 
questions, 

Mr, Allan: Mr, Chairman, 

ee 

Mr. Chairman: Mr. Allan. 


Mr. Allan: The thing that still bothers me & are these 
SEE eeERe, 
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words "appraised value",and I am not sure from Mr. @ McCallum's 

atatement that the appraised value will be the value of the construction 
that was done in this year, during this year Rett, tr, on the other hand, 
the appraised value is the value of the completed building, then I xthink 
that Mr. Moog has had all the advantage of all the inflation. 

Mr. McCallum: Well, you see, Mr. Allan, to get to that 
position, you have got to assume that the exercise one goes through in 
1975 is to say, ae. what is the value of a building? iy ee we start now 
and wrap it up as quickly as we can @» and that really isn't what either 
party had in its mind, sir. What both parties had in their mind was 


when we stand and look at this building which has been put up over 























‘the past three years - here we are in 1975, looking at it - now, when 


we stand and look at that building and we say to ourselves (hat is 





% 
‘the value of that building today? 
Mr, Alian: fadeanx Today? 





Mr, McCallum: Not three years from now. 


Mr. Allan: No, but today —, 

) Le intRation 

| Mr. McCallum: So t-hasn't got the benefit of : 
eee 


|. Mr. Allan: Today , atile a very tidy profit would be the 








inflation that will occur during the construction of that building. 
| Mr. McCallum: Thereafter, from 1975 to 197&¢5 

Mr. Allan: Well, but up to 1975. 

Mr. McCallum: But you see, sir, we can}jt have it both 
& ways. If we have a deal that says that we are going to pay 3 let's 
say, the market costs, we are, I am sure, making the deal on the concrete 
‘lone before today. We have got -- I don't say -- the average man, let 


ne not talk about him =. I am building a building. I don't wait until 





























that concrete is ready to be poured as it suits my convenience to make 

” deal. When these people in this business sense that prices are going 
wp, that's when we run ‘gto the Tanenbaums and others and make our deal 
as fast as we can because two days, two hours from now, he k will get 


| 
wind that it is going up and his price will go double. 


Mr, Allan: The point of my concern is that there is 


going to be a very great difference between cost and the value of that 


| 
| 
\ when you make the appraisal. 
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Mr. MeCailum: Wiseme there is going to be a great 
aifference between Moog's cost, I would think —~ 
Mr. Allan: Yes, and whether you have allowed a profit 


or not, you have enabled the man to make a profit. 


Mr. McCallum: There is no question. tee 
Mr. Allan: And perhaps a very considerable profit, 


Pati aS estar 
just the mmemsec amount of the inflation. a 
Mr. McCallum: TI don't like BY ae es enabled & jy, 


There's not going to be that measurement of the profit, sir. If there 

is going to be any contract - if there is going to be any contractor's 

profit taken into the calculation of the replacement cost, it has to 

be a reasonable one Gitte I Suppose that's a matter of judgement at the 
\just, 

time and I am not quarre ng with you in that sense. I amfno 





baxs buying that it equals the inflation. 
back, 

Mr. Allan; I don't want to com 7eS- the desirability 
again of having an expert in the field of appraisal give us some idea 
of whate—, 

Mr. MeCalium: Let me say something down, 

Mr. Allan: Another expert / 

Mr. McCallum: Well, let me say something about his 
that because Mr. Allan has mentioned it several times @tademaybe you 


<i forgivemmenfer—just -- 
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| (Mr. McCallum) 
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he'll forgive me for just mentioning it in public, from the time you 


H-2131-1 





first mentioned it I have wondered how best to give you that feeling 
of satisfaction and knowledge that you want, that you are groping for 
here in these proceedings. 

The only thing I have to remind you is that in all the 
experience that I have had with appraisers, it generally isn't there 


function. They will £ make a valuation according to 





how they are told by the lawyers, whatever it is they say has to be 
taken into account. You won't be familiar, but it is a legend in 
this town how for many years, under expropriation, you had to find 
the value to the owner. And old W.H. Bosley was known all over the 
province as daying, emeammf the sean Sppratsers, and you know, when 
the lawyers, who didn't know him would say "You know, Mr. Bosley, 
what we have to find here is the value to the owner". "Huh said 
Bosley, "I'm not going to give you any help on that". The reason 
was that he would give you all the help in the fei world at finding 


value, or valuing the market, but he said"fhe value to the owner, 








which is what the law wants fou to require, brings in a subjective 
test, and I'm not qualified to help yeeTNe that". So I am simply 
making a point that sometimes the apprigsers aren't the ones who 
will give you the help that you are looking for either, sir. 
¥Mr. Shibley: I am wondering, Mr. McCallum, if you could 
help us in this way. Would it be prejudicial to either party to 
ask Chaffe, MacKenzie and Ray Ltd. or some representative of the 
firm that is mentioned in the agreement as the suggested appreiser, | 
Mr. Genest: It would be, @gae 


EMEA EIT ND MTA SMTA 


Mr. Shifiey: Would it be prejudicial to have such a person 
? 





come and tell us what that person will include in 1975/76 


Mr. MeCallum: I think it would, sir. 


PSD 10 SIDE ESM NT SEAS 


Mr, Shibley: I just want to make that clear. I think it 


ORR U ILE EI UTED 


wuld myself. 


Mr. McCallum: ¢ sctetetutetutainies-’ If we are going to have an 


4mpartial valuation made at that time you don't like to muddy the 


waters and make them partial one way or another. I think that 


4:20 - 4:25 pm 
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(Mr. McCallum) 
wouldn't be wise;sfor us. 

Mr. Shibley: Okay. 

Mr. W. Hodgson: Just one question, I seem to be mixed up 
now since Mr. Allan's question. I have the understanding that 
appraised value would start from day one when this building would 
start. 

Mr. McCallum: That is true. 

Mr. W. Hodgson: That is true. Mr. Allan, I understood 
your question to say the appraised value would be in 1975 or gage 
1976. 

Mr. McCallum: He is concerned yf 

Mr. W. Hodgson: But my understanding is they start 


ISNT TR IA STARA URSA | 
appraising the cement that goes in the buildings, how much a cubie,_, 







Mr. McCallum: They are trying to reproduce the building. 





Mr. W. Hodgson: And everything is to go on until it is 
finished, 





Mr. McCallum: That is right. They are trying to reproduce 
NN NPE LITT TNE: | 
the building as it were had it been built under ordinary circumstances 
by an ordinary contractor and withstanding they are &t the same 


period of time all completed. 


Mr. W. Hodgson: Well I am Glad we got that cleared up. 





Mr. Shibley: That is provided Hydro's interpretation as you 

ee | 
stated, is accepted and not a different interpretation for which 
Mr. Moog may contend. 


EERE ET ED 


Mr. Shibley. 


Mr. Genest: That will be settled in the Supreme Court of Cana@ 


Mr. Ch&éarman: I hope not. Well gentlemen, I think we should 





take a recess here. I may say that Mr. Shibley is still very hopeful 
of getting through Mr. McCallum this afternoon, as well as | 
Mr. Steadman who has been here waiting pagftently as well. So if we 
can be back here by twenty five to five. 
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i ay 7 
“the committee resumed at 4.37 p.m. 





Mr. Chairman: Ladies and gentlemen, I calli the meeting 


ae 


“back to order. The clerk has instructed me I must not smoke my 
cigar any more , the air-conditioning is off. I think the real 
epien 6 of the smoke is Mr. Hodgson's pipe, so I have agreed 

to put out my cigar if he will put out his pipe. 
He hasn't agreed. If he smokes his pipe I will have to get my 
cigar back. I apologize to all of you. I realize there is a 


peal haze in here and I apologize. 





Mr. Renwiek: Mr. Chairman, could I come back to a couple 


of matters now. erst of all, Mr. Chairman, 





I would like to say that with the explanation that Mr. MeCalilum has 
the 

given, and with, I suppose , conditioned view which I tak have that, 

after all, the language is in a legal document and maybe the 


e se; Fn oeeeaemeaeanmaar nee 


to some seeeeapeemk extent lies with the lawyer's 





assessment of the meaning , { don't myself feel any compelling 

need, as I did the other day, to now have someone from an EPs 
appraiser firm five evidence, but that may be because @@ being a 
lawyer @ IT am conditioned to that way of looking at it and perhaps 
Mr. Allan and others would think differentiy, But, my questions—y 


and I believe that certainly Mr. Hodgson's comment on Mr, Allan's 


| 


question to Mr. MeCailum clarified that problem from my point of 
ees let me put it biuntly and igag having 





views~I take it 











5" erin 
nothiggifo do with what the ultimate facts will be, that if 


Mr. Moog builds the building for $40 million or $41 million, and if 


on the appraised bse, gaa determination of the value, because of 


perhaps even on a historic basis an ineipient building win of the 


inflation costs, that this appraised value comes up to $44.4 million 


or more, then that # seems to be the only broad hatch through which 
My. Moog could make Yggi-substantial profit on the transaction. 

My. MeCailum: Yes, sir. 

ne 


Mr. REnwick: All right. Now, may I return to my other...» 


alt ieee cette ieee 


Mr, Shibley: Ave you talking about @ggéégeees construction 


eel 
costs, or profit on construction? 
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No, he is ene about the difference 
between what is going to be borrowed and what it would cost to 
oy up’. 

Mr. Deans: The difference between what is borrowed and 
what is actually spent. 

Mr. Shibley: Well, again, I would Suggest, Mr. Renwick, 
that that is not really ou g syatement , 


Mr. Renwick: I “@ommeeeiar it was. 
Mr. Chairman: I don't think he intended it to be, 








he used his words, I thought, very carerully, 
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Mr. Renwick: No. 





Mr. Shibley: I am concerned, I think the witness 
has said that there were three headings of profit possible. 


Mr. MeCallum: Oh yes, but he said the very broad }—i 
—" eiemmenamianel 





Mr . Renwick: There is a legitimate profit in the 
operation. As far as I can see, I am talking about this 
matter which was of concern throughout these things, throughout 
this aydhdalata aa what Mr. McCallum in his memorandum has referred 
to as the sugar in it... 

Mr. MeCalium: That's right. 

Mr. Renwick: posed that that now rests solely upon 
and nobody may ever know fog 

Mr. MeCailum: That's right. 

Mr, Renwick: oy that if the appraised value gomes 
out using the interpretation of the meaning as given by Mr. 
McCallum and having regard to “ingipient inflation factor even 


over the historic period, Then you come up to $44,400,000 or 


2 nN 


more to the extent that Mr. Moog's cost has been less then 

he getatthe kind of profit that Mr, McCallum was, 1 take it, 

endeavouring to protect Hydro against an jgui inordinate take. 
Mr. McCallum: Agreed. 


ell 


> al ; 
Mr. Renwick: _tes% ~- there may be marginal 
sunaeen ouneiemiasieedaialll 





matters involved in that ».¥4 
Mr, Shibley: No, I just want to eke ut cba, 
eel 


Mr, Renwick: j24 but I wanted to clarify gp my ,..4 





Mr, Shibley: wane. YOU were talking about profit on 
Pe OTE IT ELLEN RTT 


construction of the buiiding. 
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Mr. Renwick: ter. fo, 
SETAE D 
Mr. Shibdley: There are other elements of profit 





built into this type of arrangement. 

Mr. Renwick: Right. I understand. 

Now, could I go back to that question very briefly 
about tm London Life and the other events. Mr, Shibley, 7 
check with Mr. Walker gag found the reference. The reference 
is in Volume 8, page 779-1 and given, if I may use the phrase, 
the vagueness of Mr. Cronyn's recollection of date, he was 
talking about December and he referred to monthly meetings 
of London Life. 

Mr. Walker: That was Smith. 

Mr. Renwick: I am sorry, Smith ¢imt referred, 


me to having met with Cronyn at a London 





Life meeting which were monthly meetings and he referred to a 
December 1972 one. But in any event (a) there were monthly 
meetings and (b)the date isn't all that material to my questions. 
If Mr. Shibley would look" would help me with the sequence 

of that damn time sequence from around the end of October 
through to say mid-November and taking into account Mr. 

€ronyn with Mr Fleck and those other matters all of which 

tied into that point in time, I am interested in whether or 

not something involved with London Life relates to the problem 


which le§d me to gepigieemes suggest that Mr. Smith come back. 





I am not using London Life as an institution, I am using the 
time sequence where something took place. 


AAD brome 
Mr. Shibley: All I can do for you, I am looking at 





r—- 
my brief and from October 23 and following give you the 
chronology as I have outlined it. 


Mr. Renwick: Yes, if you could, give us those dates. 





Mr, Shibley: I will very quickly give it to you, 





On October 23, there was a meeting between Mr. Moog and Mr. 
McCallum et al as per the docket entry. Then Mr. McCallum 
and Mr. Houser, Coles, Lamb, Candy. Bradshaw said that's when 


he learned and he was surprised to learn for the first time 


3 





H-2133-3 ret 9/73 


(Mr. Shibley ) 
that the provincial guarantee was not included. And you have 
Ainadaition the September 15 drat Keep as evidence. 

Mr. Renwick: Right. 

Mr. Shibley: That's the evidence on that score. 





October 24, Mr. Houser drafted the report and Mr. McCallum 


met with Mr. Candy re an@é financial man. On October 25, 


a 
Mr. Staacdman sent certain changes in the 
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JLP 
(Mr. Shibley) > 
Se ar ee 


ment to Mr. Houser for comment. On October 27, Mr. Candy had a 


agree- 





meeting at Mr. McCalium's office, and Mr. Moog was at that 
meetings Qn October 30, there's a letter from Mr. Moog to Mr. 
Candy: "construction agreement executed"; there's a note in 
Candy's diary saying that the Bienes the agreement today. 
That's October 30. October 31 is Mr. McCallum's docket ~ I'm 
sorry 30th - McCallum's docket "Hydro commission meeting" but 

he says he believes that that must be the meeting of November 1, 

On November 1 - it's very indefinite here because 
we were squeezing back the time of Mr, Cronyn's meeting with the 
Premier; the only day that was left was the first of May\\ and 
that was the meeting of November, 1972, when he said that he 
thought that Hydro had done a sloppy Hob. 

There was a Commission meeting that day re negotiation 
with Canada Square. I'm sorry, tims negotiations with Canada 
Square wetiainde atae the Commission approved of the contract. 
There's certain exhibits of that date, memos to the Commission 
and so on. I have a note the PREMIER left for San Francisco 
that day. 

On the 3rd, Candy met with Hanscomb g@@ Roy - this 
is November - on the 6th, there was a General Manager's meeting 
re the new head office building; Nastich was stressing the 
importance of xh reviewing the agreement in its entirety at that 
meeting; that's Exhibit 102. 

Memo from Mr. Lamb to MR, Candy containing comments on 
parts of the agreement - also November GnExhi bd ty 203% 

The newspaper article in the Globe and Mail "Economics 
of Hydro" Exhibit 109, 

And then there is now Mr. Houser calling Mr. Millman 
of November 6th also on that day. I have left out some of the 
entries of recent vintage because in the Ames' file we have found 


that on October 30th was the first note of "no provincial guarantee (, 
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| Clr, shapley > 

na on October 3lst,in Ames' file, there \ugg “indi cations that 
Mr. Moog was trying to interest a western consortium of compantes|| 
I think using Equitable as a vehicle to get a western consortiunh 
of companies to do the financing > he having said that as of 
October 4, they were from that day forward dealing with the 
Prudential. I'm sorry I've left that out because we haven't 
yet entered it in this chronology. 

Then on November 7 there's the entry in Mr. Fleck's 
Day-Timer of Ellis-Don g Hydro and JBC¥Mr. Cronyn's#initials. 

Mr. Renwick: And prior to that, and we have never 
yet established the date on which Mr. Cronyn, in fact, met with 
Mr. Fleck. 

Mr. Shibley: That is right. Mr. Fleck's evidence 
was that as of November 7 he combined the information of what 
Fleck told him about the cote eae plus the information 


of the press investigation. 


The rumour already extant re the press investigation 
as of the 7th $ Candy says he started work on the November 15 
memo that day, on November 7. There was a request from the 
Premier's office on the 7th for a meeting 

Mr. Renwick: Sorry, I wanted Mr. McCallum to hear 
this because I wanted to ask him some questions about it. 

Mr. McCallum: Sorry, Sir. I didn't realize that - 


I'd be glad to@ickon.. 


MR. Shibley: Again on the - do you want me to go 





back? 


Mr. Renwick: No. 





Kee eee 
Mr. Shibley: On the 7th, there was the ARENT BA? 
from the Premier's office, for the meeting with Mr. Gabhercole 
on the 9th; on the 8th, the date city council approved the plang, 
on the 8th Ames wrote to Moog confirming the financing subject 
to their finance committee approving; on the 8th there was a 
commission meeting, as per Exhibits 105 afl, 106 and Mr. Nastich 


again raising concern as Feit rece for material -Gags 


, mes | 
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(Mr. Shibley) 

from various departments onthe eighth. I've already mentioned 
that Ames gave the commitment subject to final approval on the 
eighth. The Premier returned from San Francisco on the eighth. 

From Hydro's files it appears that work on the November 

15 memo first began on November 8th. On the 9th f@athercole met 
with the Bremier and with Fleck re Task Force Hydro. That was 
at the request of the Premier's office thatymeéting took place. 


ay-€imer, 
ia@eemes “Letter 





That's also the date of an entry in Fleck's 





from Ga?” which he interpregts as meaning @ he was going to 
request a narrative. Fleck says he may have requested the 
narrative at the meeting of the 9the~at the time of the meeting 
of the 9th, before or after. 

I might say that the Premier's evidence as to the 
9th was that he gave evidence as to the measure of concern at 
that time. 

On the 10th Candy met with Hanscomb Roy. On the 
13th a draft memo was prepared by Ge, a at the ifuest of 


Dos 
Mr. Nastich. There is so similarity 





aud the November 15th memo. There is a memo to Gathercole re. 
ape lh a 
@ well that has to do with the city,~sm@ press conference at 
the Parliament Buildings regarding the release of Task Force 


x November 14, Mr, 





Hydro report on November 13. On Méeemaeees 
Gathercole met with the Premier¥ I'm sorry, on November 13, 
we ka also have>that's the same day as the press release , 
regarding Task Forc eS kgumnam. the telephone call from Houser to 
ean inet ede 14, GAthercole met the Premier at 11:30 
regarding Task Force Hydro 

On the 15th there was a Commission meeting and it is 
the date of the November 15 memo which is exhibit 12. Tf might 


(ala aad Sept. 5/73 
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® Shibley) 
mention now, it might mpg save dealing with another witness, 
exnibat 1194 is a memo from Mr. Lamb to Mr. Nastichy wherein he 
says, "the document has ah} daca for the Provincial Government on 15 
November, 1972." That's part of exhibit 119, as to that 15 of 
Berane: document. 
‘ On the 15th Mr.Toth came to see Candy and asked for 
a narrative to be prepared for Mr. Auld, and on the 15th the 
Bank of Montreal confirmed that $2 million was set aside. 
On the 16th Mr. GAthercole sent a letter to the Premier 
with a copy to Fleck of the narrative. On the 16th Candy sent 
a memo to Mr. Gathercole attached <xhibit 112, that's the March 
‘45th memo, and informing him of his November 20th meeting with 
Mr. Auld. 

On the thy @» Ames and Moog entered into their letter 
agreement of $100,000 for advisory services. Some things I have 


‘ 
| 


‘dn here that aren't in evidence. 





















Mr. Renwick: ie, I think the last thing I wes 











dnterested in was Mr. Manthorpe’s best recollection of the date 
of Mr. Smith's call to him. 
Mr, Shibley: @® I'll get down to that. Candy 








i* that's not rights; no that's wrong, Yes. g# ON the 21st 
On the 





Mr. GAthercole met with Mr Di LLON, amapieadsiiiediammatatades r= 
23rd Candy met with Mr. Moog and then-«. here we are egy On 
the 27th, Mr. Mapeasen Manthorpe says #he*¢ertainly received 





a call from Smith during this week", the week of the 27th of 
| ard 
November. Theretg-other irrelevant entries. 
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(Mr, Shibley) 
I am trying to cut it down. On that day, also, Mr. Moog met with Mr. 
Candy -- 

Mr. Renwick: I think that's sufficient for my purpose. 
Mr. McCallum, I wouldn't «gm suggest that you keep recalling precisely 
the «gM evidence about each of those meetings. All I wanted -qgazagams 
Mr. Shibley to do is to indicate that there was a period of intense 
activity during that time by various people and it was also at that 
time that your partner, Mr. Houser, was in communication with ‘me Londo 
Life, and I would like to 2.5 \c ,-eelamelamee apart from the rate question 
which seemed a little premature having regard to the relatively recent 
origin of the cost, whether or not you had any sensation or Mr, Houser 
conveyed to you any sensation of surprise or concern that London Life 
weren't more interested in such a Good and secure investment, 

Mr. McCallum: I may have given you the wrong idea then. 
I think that London Life were interested in a good and secure investment 
The thing that caused us to be a little nonplussed was the coolness with 
which the suggestion was received by Canada Square forces that here was 
Canadian money that was available and they had been saying, » We haven't 
got our financing and that's thas. cand yet they weren't at all interestec 
or didn't appear at ail interested on either occasion, as I have it, to 
the suggestion that money was available and wePeoulan't read that. 

Mr. Renwick: Did you take it that there was any coolnes 


on the part of London Life's part about it? 


Mr. McCallum: No, sir, on the contrary I think that a 





fairer picture would be that they were expressing a more of a 
willingness. @ You see, when it first came up and I think just from 
memory that they were talking in terms of eight and three-quarters -- 
as I recall, Mr. Houser coming to me sometime later on, I guess it would 
be the next week, and saying that they had called him, I think, and said 
oe Maybe we would go a little better than that. We would go at 
eight and five-eighths. 

Mr. Renwick: That's time November 13th? 

Mr. McCallum: That's right and so I read that as being 
some interest on their part in making these moneys available, not 


coolness. 


H-2136-2 Sept. 5/73 
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Mr. Renwick: You don't know of any other activity or 
p initiative taken by London Life after this approach by Mr. Houser? 
Mr. McCallum: No, I definitely don't. 


SSDS STS A 


Mr. R. G. Hodgson: Do you understand the coolness 





bf Mr. Moog now, in the light of his evidence earlier that he didn't 


like middlemen? 


| 


Mr, McCallum: I don't want to comment on that. 


have got lots of ideas but that's not m going to help you people. 
















Mr. Chairman: Mr. Shibley. 

Mr. Shibley: Mr, MeCallum, I am going to try to shorten 
your testimony and that of Mr. Steadman in this way. The balance of the 
ocuments in the brief that f compiled as what I calli "the MeCallum 
exhibit" are a bunch of docket entries intended to assist in 

establishing a chronoldy of execution and delivery of the documents 

as between Canada Square and Hydro. IT am not going to take you through 
them now because it will take time and I was going to ask Mr. Steadman 


a 
jabout them as well, and during the recess, ~ took the opportunity to 


discuss it with other counsel and I think the most expeditious method 


i 
i 


of dealing with that is, with the benefit of your dockets and those of 


Mr. Houser and the benefit of the dockets of Mr. Steadman and your 


collective recollections, I would suggest that a wee written 


chronology be prepared and I will receive it and table it as an exhibit 


without having to go through it ali with you and with him, __, 


i 


Mr, MeCallum: All -right. 








Mr. Shibley:}—Accepting it at its face value as being 
AGATE SII BETIS 


/ 


| your recollection of when those documents were signed, sealed and 


delivered, Now, we are interested in not only execution but delivery. 


t know that there were pages amended and substituted in documents. I 


‘think this is clear g from some of the exchange. I am not suggesting 


anything improper in that. tT will just caution you that what I want 


/4s a chronology as to when a document in its final =- 


(MH-2137 to follow) 
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enxtiicices> and ultimate form was signed and delivered. 





me, McCallum: Sure. 
wen Mr, Shibley: And as I say, I think we can forget about the 
balance of the documents in your exhibit book, af I can leave it 
with you and Mr. Steadman on that footing? 
Mr. McCallum: Yes sir, I will do that. I wiil try and get 


Mr. Houser to help because I think he'll be more help to Mr. Steadman 





than I will be. ff 

Mr. Renwick: Mr. Shibley,... 

Mr - Shibley: There are some general questions ,..4 I'm 
sorry. 


Mr. Renwick: Just on that, a question, to the extent that 





there is any variation between the formal dates borne by the documents 
the date of execution and their effective dates so far as' the parties 
are concerned, could we have that as well? : 

Mr. McCallum: Well I understand what it is, and I guess the 
best way we can get at it is for Don Steadman and Biggs Elmore 
Houser and I to get together to see what we can do. 

Mr. Shibley: Mr. MeCallum, these again are somewhat 
Just disjointed. They are sort of cleanup questions I want to deal 
with. 

You have sat through the evidence as to the developments | 
during the period of November and December, and in fact you have now 
had the benefit of something of a resumé of what I might have in mind. 

I want to have your evidence as to any knowledge or 


information received by you, in whatever manner whatsoever, as to 


the circumstances of the concern, if any, within Hydro - let's start 





with Hydro - during the monthsof November and December, as to the 
manner in which they had let this contract. 

Mr. McCallum: I was never aware of any concern by anyone in 
Hydro in that period of time about the matter you mention. I was 
never aware of that. 

Mr. Shibley: Nor tie are you aware of any information 


as to the concern within government, if any? 


Mr. McCallum: No, I am not. 





pept. 2/15 
5:00 —- 9°05 pm 
CA 
7 H-2137-2 
Mr. Shibley: And in the period subsequent thereto, and right 
up to the time of this hearing, did you obtain any information in 
that respect? ; 
Mr. McCallum: No, I wasn't privy to any of their discussions 
at all. 
Mr. Shibley: Ali right. 
Did you ever have any inquiries from representatives of 
the press as to the mode of letting of this contract by Hydro to 
Canada Square? 


Mr. MeCallum: No, I never did. «+ 











| Mr. Shibley: Did you ever have any d@mimmex discussions with 





Mr. Fleck in that regard? 








Mr. McCallum: Yes, since this inquiry has been on I have 





talked to @ Fleck, both before and after he gave evidence about this 


sort of thing. I don't think I ever met him until the inquiry had 
started. 


Mr. Shibley: That's the point. It was not until after the 





| inquiry got under way. 





| Mr. MeCallum: No. 
SES LAE 


Mr. Shibley: And did you everg have any discussions with 





| any other representative of government pending the inquiry? 


Mr. McCallum: No, sir. 





Mr. Shibley: Did you discuss the issues before this 


committee prior to the convening of the committee with anyone within 


Hydro? 
Mr, @ Genest: I'm sorry, are you). 1 did I think ggg) 





























several months ago when this inquiry started, make it hs Mr viata acs” 
that the commission was waiving all privilege, 


Mr. Shibley: I realize. 





Mr. oneat in connection with the negotiation and conelusion 
A 
of this transaction. 


Mr, Shibley: Yes. 


a 


Mr. Genest: But I certainly can't waive any privilege with 
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respect to my conversations or counsel's conversations in preparation 


for this very inquiry. 
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Mr. Shibley: I agree with that. That is why I phrased my 
question"prior to the convening of this committee, di dyou have any 
conversations with anyone within Hydro as to problems emanating from 
themode of letting of the contract"?. . 

Mr. McCallum: No. 

Mr. Shibley: So that it was never the subject of communication 
between you and say, Mr. Gathercole or Mr. Candy or Mr. Sissons? 

Mr. McCallum: No, I had no way of anticipating it, and I 
Suess ~_y 


Mr. Shibley: All right. Did you have any conversations, or 





any form of communication with anyone within Canada Square pending 
CHE pine 

Mr. McCallum: Before this thing blew up? 

Mr.Shibley: Yes. 


Mr. McCallum: No. 
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VW. 
Mr. Shibley: Now in that latter respect, there is 
no privilege in any event, Have you had any conversations 
with him even to date? 
Mr. McCallum: Who? With Canada Square? 
Mr. Shibley: Yes. 


Mr. McCallum: Yes. Sit and talk to them every day. 





I don't think I have ever missed a day that I haven't been 
talking to them. 
Mr. Shibley: Well, I would just like to ask you. 
as you say, 
You have sat here,/almost every day, Have you anything to 
add to what they have said in terms of information from that 


source? 


Mr «McCallum: Oh, what I could add, eh > @# 





you? ts 

Oh, I couldn't begin, I can't add anything if you 
mean in the sense of helping you in this inequiry , no, I 
think that you have brought out a lot more than I ever heard 
of, aged hovbitindy they 've been treating me, and its a good thing 
that Jim deadgbawsnare to listen to it,they've been treating 


me like a leper and the reason is, I am sure everybody else 


is being treated the same way, Sim this sqm business of 





confidentiality, I go to say to them, dan I find out so-and-so, ” 


and he acts as if he didn't know me. They were 80 frightened 
of speaking to me, Jim in particular, because of this confi- 
dentiality, decades! ¥6ul6 publish it. > a obviously, and 
bingo, it would be eiateeyt is over here, So I haven't had 
all that many friendly discussions with him, Maybe now ..o.o 


Mr. Shibley: Now, Mr, McCallum, I am not interested 





4n going through it chapter and verse, I want to know whether 
you have information as to anything of an exceptional nature 
that hasn't been touched upon by this committee to this point 
of time. Are we missing anything? 


Orbs: 
Mr. Why am I getting a subpoena? 
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Von. 
Mr. Chairman: You don’t want to sit for four months. 
(REC aisteneetencaenaicnpmtnnenentteeaid” 
and draw a blank? 
Mr. MceCalium: No, I am not about to help you, I'm 
afraid. 
Mr. W. Newman: Mr. Chairman, are we dealing with ... 
sone aneneteneienienadenteeteaenenieecceneieemnnanl (E- 


Mr . MoCallum:  ~34ces--Confided in mm me and I know 


of nothing that would be of interest to you other than what 
you have brought out esitia SiS he 
Mr. Shibley: Thank you. 
Mr, W. sbi Hy i. Gakaenns this line of questioning 


is up to and Tana tightens inquiry starte ¢ dad, not since 
the inquiry started. 


c 


ee 
Mr. Chairman: Oh 6) eines the inquiry 


started. 

Mr. Shibley: Weil, I distinguish between cages and 
Canada ETE TCERENS me to Hydro. I take the vinw se! 
Genest, (Concur that whether or not there is a privilege we 


should avoid violating what is normally a @t solicitor-client 


privilege. With Canada Square, WE Figntils ats am talking 


about. 


Mr. Genest: I don't agree that that’s not eovered 


by privilege but I don't think we are getting anywhere on if: 7 ay 


Mr. Shibley: Mr, MeCallum isn't acting for Canada 


ee eed 
Square. 





Mr. Genest: No. No. But Gee information = Sosuaudnion 





Mr, Shibley: Not you, I am talking aout him, 


Mr. Genest: uso but he's my junior counsel® He's 


a witness.... 
Interjections by members. 


Mr. Genest: And I have never had a more distinguijshed 


OPENS 
one. 


Mr. McCallum: I'11 tell you who is going to step on 





whose feet tonight# 





| 
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Mr. Shibley: And to think that Mr. Genest and I 
are co-counsel on another case? 

Mr. Genest: I am your junior on that one. 

Mr. Shibley: Oh, no. Gjiiime. 

Now I have to ask you whether you have any informa- 
tion that might shed light on the May 14 letter from Mr. 
Gathercole to the Premier referable to the involvement of 


@Government _ 
the Ministry of demise Services and the notations on that 






letter? 
Mr. MeCallum: No sir. 


Mr. Shibley: All right. Have you any knowledge or 





information that there was any political patronage associated 
with Canada Square receiving the siphiievapnei pein now I am talking 
about any knowledge or information extraneous to anything that 
was a matter of evidence deem before this committee? 


Mr. McCallum: No sir. 





Mr, Shibley: Have you any knowledge or information 
as to the person or persons who telephoned Mr. Smiths~Don Smith, 
of Ellis-Donrwhich might have led him to report to Mr. Manthorpe 
and to Mr. McAuliffe in the terms that he did report? 

Mr. McCallum: No sir. 

Mr. Shibley: What is the explanation: “requiring 


the option to purchase Mr. Moog's shares in Canada Square? 


Mr. MeCallum: I believe that originated with 
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I'm not just sure, but the idea behind it was that he had, throughout 
the piece, put himseif forward as a person who was going to see to it 
that there was a very good relationship, as he often said, with 

Mr. Candy and the people in Hydro and was going to, and often 

used to say,"I absolutely promise that everything will turn out 

right and we will do this thing properly", am I euess Kamei 
somewhere along the line one of us decided, well, we will just see 
to it that you are here to do it, too, and If don't think there 

was anything more than that. 

Mr. Shibley: Well, now, I previously referred to the 
fact that your dea dockets seemed to run out on October 30th. 

Was there any reason for your having nothing more to do with this 
file as at November 1, 1972, than the fact that all that was left 
was to have Mr. Houser document it? 

Mr. MeCallum: No, there really wasn't, That is all there 
was left to do. Our job had been done; the documents had been 
executed. 

Mr. Shibley: Nothing else was happening that caused you 
to divorce yourseif from the fiie? 

Mr. McCailum: Not at all, no. 

Mr. Shibiey: Now, I did finally ask for the m&ayss 
minutes of Hydro to be cheekéd as to references regarding the 
need for a consent to sue Hydro, and, Mr. Genest, I don't know how 
far youpaot in that? 

Mr. Genest: Mr. Shibley, we are being thorough. We are 
going ¢ right back to 4 wae year earlier. 

Mr. Shibley: Even if it relates to PEGE Contract or 
anything else, I am interested to know when, and if, Mr. Gathercole 
took up the question of difficulties ensuing his provision 
in the-Act. 

Mr. Genest: That search is in progress, sir, and it should 


be available I would hppe, tomorrow. 


H-~-2139-2 Sept 25/73 
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Mr. Shibley: All right, thank you. I have no further 
questions of Mr. McCallum, Mr. Chairman. 

Mr. Chairman: Me. McCallum, just out of curiosity on 
my part, am I correct when I am under the impression that you did 
a eek great deal of regotiating directly with Mr. Moog? 

Mr. McCallum: IT wouldn't - well, I guess, what is a great 
deal? Yes, I did a great deal, I would think, of negétiating directly 
with Mr. Moog. That doesn't mean to say we were not in the presence 
of others because we were. 

Mr. Chairman: Withoug his counsel being present? 


Mr. MeCallum: Only twice or three times, I think, yes. 


























Mr. Chairman : Isn't that a little unusual? TI just 
wondered how that came about. 

Mr. MeCallum: Well, it wasn't hard to explain. The only 

to him Wore ) 

times that I spoké7and there wasn't any counsel present was-at his 
own office. You will notice, if you will, looking at the memoranda, 
that I came into his office, I think, once, if not twice, on my way 
to work in the morning. His office is above the subway station. 


And me another time I came to his office was on my way home, 




















again it was at night, 6.30 or something. And there was no 
coyincidence about it at all. In the beginning I don't think he 
had his lawyers in when we were talking about the zoning, aed As 
you can see from the memos you have in front of you, subsequently 
| the same conversation took place between myseif and Jim Bradshaw 
on this question of zoning, as had taken place up at his place. 

Mr. Chairman: Any other questions? 

Mr. Gaunt: Yes, Mr. Chairman. Early on in the 
documentation I recall, { think, one memorandum, I am not sure to 
whom 4t was addressed but I rather think it was writeéem by Mr. Candy 
in which he pointed out that one of the possibilities open to the | 
builder was a capital cost allowanee. Now, in reading your POSUMERTE » 


in your file, Mr. McCallum, I dorit see reference to that, and really, 





























what I am wondering is, was there any mention of that particular 


point in the negotiations because, if applicable, it would amount to 


H-2139-3 Sept .5/73 
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Le 
45 million ) 
a considerable sum of money. For instance, on a/building 


if you took five per cent capital cost . 





ares 
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(Mr, Gaunt) 









ance, the first year it would amount to some $2.5 million, and 


thereafter reducing each year, of course. 

@se I'm just wondering if,at any point, that was used 
in your negotiations as a lever on your side of the table, so to 
speak? 

Mr, MeCallum: It came up, and I think I pointed out 

Sr that. 
to the committee, the occasion/I remember it coming up, it had 
to do with the business of whether,on the expiration of the 

automatically 
lease, the building becameawkaxm Our. — I recall saying to you 
that the other side had asked that, in addition to that, we put 
another clause in which said that we ‘ema, could then exercise 
an option to buy for a $1. 

That was put in because Mr. Bradshaw made it clear to 
us that he wanted to be able to have the tax advantage that you 
describe. I never then, and don't now, agree with Mr. Bradshaw's 
law; I don't suppose it really matters to you to find that two 
lawyers have diffe rent opinions as to the law. 

Mr. Shibley: Well Mr. McCallum I wonder whether that 
evidence really is necessary. I think the question was whether 
you ever used it as a negotiating position? 

Mr. MeCallum: No, I didn't use it as a negotiating 
position directly. I was very conscious of the benefits that 
could be conferred on them, just as much as I expected to get 
penefits for Hydro arising out of it, But it was not the sort of 
negotiating that you would have where you were sitting down to 
accomplish a sale and lease-back, where you were going each 
nansfery and make a deal over a contrived or arrived about sale 

Fh \Rexefor. for 
price Sree cq Coes ved or arrived about lease payments. That 
wasn't the situation that here applied. 

Here a deal had in a very wal sense been offered, and 


we weren't going to try then, and didn't try then, to remake the 
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deal in the sense of saying "Vou haven't used up all your capital 
cost allowance, or you're going to save this, and we want you to 
do thus, and so on". 

Mr. Shibley: I think there is a concern that we don't 
go too far with this witness in this area; there may be other 
witnesses who are better qualified to testify on this. But I 
think really all you are being asked about at the moment, Mr. 
McCallum, is whether it was used as a negotiating point. 

maeed, bho 

Mr. McCallum: It may, baesancieaiD , and I'm very 
conscious of Mr. Anson-Cartwright, Mr. Shibley, and the reason 
LT cae 

MR. Shibley: Well Mr. Coles also, 

Mr. McCallum: Who? 

Mr. Shibley: Mr. Coles. 

Mr. MeC@llum: Coles sure. The reason I'm laying some 
background for this is that we have, Hydro have, our own views as 
to what the law is as it applies to that, aga I Sao ahi 
point out to you that I not only didn't bargain that Batiste hing 
but I don't even now hold the view that it's a valid tool for us 
to use under the circumstances of this deal. i don't. think 
Canada Squame or anybody else particularly want an exposition now 
of what we say the legal position is . But I don't think it's 
available to them. 

Mr. Shibley: No. 

Mr. MeCAllum: I didn't think then and I don't think 
now and Lave made it clear to you in the conversation I had. And 
xa I have lots of reasons for saying it. 

Mr. Bullbrook: I just want - I don't understand that 
fully. Perhaps you covered it this afternoon in my absence, and 
if you have I don't want an exdplanation, I can get it when we're 
writing the report. putgl understand from your response that 
Gapital cost allowance is not available to Canada Square? 


Mr. McCallum: That is my view. 
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Mr. Shibley: But it's not their view. 

Mr. Chairman: Let's ——+s 

Mr. Shibley: That's the problem. I was hoping Mr. 
McCallum would not go on record in that way. 

Mr. Bullbrook: Well, the reason I'm interested in 
it, frankly, is this . Aside from the legalities of it, is 
the fact that,if you recall Mr. McCallum's evidence this mxnx 
morning, mw he completely rebuffed,unequivocally,the suggestion 


that Hydro be a party to the bringing about of a Crown corpora- 


tion which would assist in the avoidance of withholding tax. 
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Ad the reason he said he did that, and correct me if I am wrong, sir, is 
Ghat you felt it was somewhat reprehensible for Hydro, as a public body, 
to be involved in the negating of a normal obligation to pay tax. Well, 
of course, this becomes very fundamental,@ I don't know whether it 
becomes fundamental to our deliberations, Mr. Chairman, but I know in 
the back of my mind from the very beginning of this whole adventure, 
has @ been the propriety of Hydro entering into a deal which would benefit 
them because of the reduction of rental cost if Canada Square is entitled 
to capital cost allowance. because then Hydro becomes a party to the very 


= reprehensible 
thing that Mr. McCallum felt was Somewhat wepwaimebke this morning. 





Mr. McCallum. No, no, no, Mr. Bullbrook. 


Mr. ¥ Bullbrook: Now, wait -- 
ie RN a SES a 


Mr. MeCalium:; That is just not so at all. 
Mr. Bullbrook: Help me than. If Hydro built this 
a e.g Taf a SOD 


building on its own, there would at no time be any use of any capital 
cost allowance. 

Mr. McCallum: I don't know how they do their accounting 
but they don't have obviously a profit, and so I guess they don't have 
to worry about -- 


Mr. Chairman: I don't think Hydro pays any income tax. 





Mr. Bullbrook: Am I misdirected there? 


Mr. MeCalilum: I think you are, 





Mr. Shibley: I think there igs quite a distinction, Mr. 
Bullbrook. It is considered quite appropriate in leasing may 
transactions for one party to have the benefit of capital cost 
allowances. I think the department, on many such transactions, treats 
the lessor as owner for purposes of tax write-off. There is nothing 
inappropriate or improper, and I believe I understand that # in this 
transaction Canada Square intends to claim such capital cost 
allewanges, whigh Was dames why I was § a little concerned not to have 


Mr. McCallum express his views on the matter because that's an issue 
inter se Canada Square and the Department of National Revenue, s 


don't think there is anything inappropriate in respect of transactions 
of that kind, There are literally thousands of such ® transactions 


approved by ruling by the department all the time. 
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| Mr. Bullibrook: No, no, no, you misunderstood. I am 
ot directing my comments to the question of the propriety of the 
apital cost allowance under the law. 
Mr. Bes, Se a revert type of thing etal ce were 
alking about... 
Mr. Bullbrook: Mr. Shibley. 


Mr. Shibley: Yes, I am sorry. 





Mr. Bullbrook: I am not directing my comments as to 
he propriety of the claiming of ‘e-Capital cost allowance under the 
law. 4 mean, SBE o8 something te eh ac by the appropriate 
officials. The point I am making is Hydro ipusiecmmmimmnieetimtis 





ublic body and entering into figs this type of scheme, if there is a 
capital cost allowance used, then certainly they are doing the very 
thing that I think that you regard as reprehensible because they are 
ecoming part of an instrument where there are tax benefits. 

Mr. MeCallum: No, no. 
Mr. Shibley: I think it is rather the other way around. 
What Hydro was doing and was entitled to do as reflected in its earlier 


memoranda ~~ you will remember some of the Mme memoranda said 





that because the developer will have the benefit of capital cost 
allowances , this is a factor that we should employ in the negotiation 
of a better deal for Hydro and this is a negotiating posture that's 


adopted regularly by lessees. Now, with respect to the scheme that 


Mr. McCallum was talking about for the Crown corporation, that was a 


differen t thing altogether because he viewed the interjection of a 
Crown corporation just for the purpose of avoiding withholding tax 
as reprehensible. This is not a transaction created in form or in 
substance just for the purpose of avoiding tax or claiming capital 
cost allowances. 


Mr. Bullbrook: ~ didn't say that and I don't intend 


a nemmmanted 


to continue this on, hut I want you to know, Mr. Chairman, that I 


disagree with our counsel's attitude in this respect and I will be 







< 





¥ 


eeceated that I'm wrong, But I am &g ame talking about 


the general philosophy of a public body agg ultimately expending public 









































funds that gains a benefit as a result of a tax write-off. That's 


what I am suggesting. if Hydro built that building - right? - 
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(Mr. Bullbrook) 
nowhere along the line would the public purse be affected. They would 


spend the money. @ayx They would spend the money. Hydro is now 
spending the money, and as a result of the use of the lease-purchase 
vehicle, the public at large is contributing to the benefit on Hydro, 
that's what I am saying, if there is a capital cost allowance. 


I won't carry that any further but it's something that 





I would want to discuss on the.\ 
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i 
a ir, Bullbrook) 

iting of the report. 
b Mr. Genest ‘& 
4 Nae verytime we rent a building we 
(i; E ye 

contribute to the depletion of the public purse 4. _, 
i Mr. Bulibrook: Aili right, that's fine, that's exactly 


fine and I want you to recognize Mr. (im GEnest , and as council 


or Hydro » thatil might well be taking the position that you 


Mr. Chairman: Mr. McCallum, I think we are presently 
f «i 

‘through with you and thank you very, very much. I hope tonight's 
a will be much more comfortable than last night's. Thank you 


bm last two days and I'm ggg crateful for the help you gave 


is 
i 


Gentlemen, it 4s important that we complete Mr. 


teadman today. I hope that it will be over by six, but it 








ay be a few minutes afterwards. 

Mr. Renwick: Mr. Chairman I'm going to have to leave 

ut I just wanted you and the rest of the committee to know that 
have blocked off the 19th, 20th, 2ist and 22nd, for the writing 


of the report. I want to be present when the report is written. 


| 


ive had to do this because I have to Fill (the 17th and the 18th 





th other matters and I've got to reserve ‘the week of the 24th 
i 

other matters, and I wanted you to know ve my planning, as 
1m gure others want to plan, is that that we're meeting that 


“tans of a timetable, otherwise I'm going to be missing some of 


_ the sessions when the report is drafted, Mich would of 


| 4 
:% 
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course to write my own report of the affair. 

Mr. W. Newman: Maybe you and I will write one AES R ny 

Mr. Renwick: Can I have some sensation that we are - 
I interject now because I'm going to dm have to leave today. 

Mr. Chairman: That is still my hope Mr. Renwick. Mind 
you, I'm trying to @gm push not only Mr. Shibley, but push all 
members. I notice that 4 cog 

Mr. Shibley: I want to go on record, Mr. Chairman, 

I asked for an evening meeting this evening and there is very 
good reason for certain members who can't be here. I asked 
for a session this Friday and there is also very good reason 
why we cannot have a session this Friday. I'm trying jm very 
hard to telescope a lot of evidence within the limited period 
in question, I haven't thrown up my hands but when we use up 
periods of time as we have even within the lagt couple of days 
on discussion I don't think is directly on point, or highly 
material, that cuts into a very tight timetable I've laid 
down for myself, 

For tomorrow I'm intending to call mr. @ Zwigg, Mr. 
Johnson and Mr . Bellamy of Ames and Mr. Rasmussen of Hanscomb 
Roy. I understand we should rise fairly promptly at around 
five tomorrow because of commitments of certain members. 

I had intended to try and get Mr. Gordon in tomorrow 
as well, although he is away On igpg very responsible business 
for four days. As for next week I'd asked the committee 
members to set aside Friday of next week, so that we might 
have five full days of hearings should it become necessary. 

Mr. W. Newman: Nights too? 

Mr. Shibley: Even fps the evenings as well, On any 
given day I might Just say let's sit tonight. 


eee 
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Mr. Renwick: I've held next week on the basis of 








‘Monday night, Tuesday night and Thursday night if necessary 
/and I will be available on Friday. But I am convinced that 


|we have got to count down the evidence and be completed a 


Mr, Shibley: I'm trying very hard to (that Mn Renwack ; 





Mr. Chairman: Well, gentlemen, we are all working 





_ toward that and as far as keeping to the 19th, fine, our 

| best way to meet that is to get on now. 

Mr. W. Newman: Mr. Chairman, just one quick thing. 
i 


LET AD ESE 


te Pa 
|i assume we are to set aside every wm evening next week/possible 


? 


for sitting. 
i Mr. Chairman: Well let's do our best. WE may not 
all be able to make then, <asizmemnim. 

| Mr. Genest: Mr .Chairman, ‘aaiaameas 





one thing that 





b. 
faggme inquiry and that is the evidence of Mr. Ansog-Cartrights 
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~Ansen-Gestwrteht, Y It may be necessary for Hydro to ask leave to 


introduce evidence in contradiction of that. I don't know what 

Mr. Anson-Cartwright is going to say. fas, Tt would be extremely 
helpful if we could get, if I could arrange with Mr. Shibley, for 
Some advance notice of the gist of that evidence, because it may 
Save a lot of time, wma dt may save # us what I see as not a 
probability, but a reali possibility that there may be disagreement 
which would cause me in my duty to my client \ijso that the committee 
will hear both sides of an opinion|,| to hear some other evidence on 
it. And this may extend you into other periods. So pe 6a 5 could|| I 
know Mr. Shibley has been 80 busy lining up his evidence for the 
next day that I don't think he has had a chance yet to put his mind 
to that. 

Mr. Shibley: I haven't. 

Mr. Genest: But it is something that is concerning me very 
much. 

Mr. Walker: Perhaps Mr. Anson-Cartwright's evidence could 
be provided by way of brief. It would be a far easier way for us 
to digest it. 

Mr. Shibley: I have already instructed him to do that. T 
don't have it yet, 

Mr. Walker: It may not be necessary for himyss 

Mr. Shibley: He will have to give evidence, 

Mr. Walker: Oh, that is questionable. 

Mr. Chairman: At any rate, you are prepared to cqoperate 
with Mr. Genest? 

Mr. Shibley: Yes. I must tell you, there are a large number 

eats 
of witnesses yet to be dealt with as you well know, and we haven't 
dealt with any of the financial people yet, including Mr. Coles for 
Canada Square, I am eliminating a number of' people from my 
witnes - = indicated to some of you. But I have to say this 
that I am going to try, but we lost a couple of working days last 
week, and I can! st promise to meet that deadline. I'll try. 
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Mr. Chairman: Well, gentlemen, let's proceed now. Krx 
DONALD JOHN STEADMAN, sworn. 


Mr. Shibley: Mr. Steadman, I am not going to ask you as 


I had intended about the chronology of the execution and delivery of 





) documents. You heard what I had to say to Mr. McCallum, and I am 
relying upon you and Mr. Bradshaw for Canada Square to collaborate 
with him instead of reviewing a lot of wai dockets in their file and 
your recollections, to establish that chronology. 

What I am anxious to ask you about is this, however; You 
heard me examine Mr. McCallum with respect to the period October 23, 
1972, and following, and you heard me outline the chronology of 
attendances at the request of Mr. Renwick, within that period of 
time, @ad I am anxious to have from you, your evidence as to the 
impact, so to speak, on Canada Square, of the notification that the 
guarantee of the province of Ontario was not to be provided as 
eeayians ly included in the documents. 

Mr. Steadman: Any information I have in that connection 
would be privileged, Mr. Shibley . Matters that were discussed with 
Mr. Moog Wwakx Mr. Coles and Mr. Bradshaw in private meetings. 

Mr. Shibley: Well, did you not attend some of the meetings 
with Hydro that were referenced in the dockets kak of Mr. McCallum? 

Let me take you to this; in the documents produced by 
A.E. Ames, there is an indication that other sources of financing 
were sought as of October 31. Can you tell me whether that was 
the result of the fact that it was then known to Canada Square that 
the provincial guarantee would not be provided? 

Mr. Steadman: I spoke to Mr. Johnson on October 30. 

Mr. Shibley: Yes. 

Mr, St@adman: And again on October 31. 

Mr. Shibley: Yes. 

Mr. Steadman: At that time, the only source of financing 
was the same source of financing that has been previously discussed. 


Mr. Shibley: Did you discuss with him the Pact, 





sept. 5773 
5330) — 5235; pm 
CA 


H-2143-3 







Mr. Steadman: I'm sorry, previously discussed with my client 
and not with Mr. Johnson. Those were the first two calls that I had 
with him. 

Mr. Shibley: He has got a memorandum of October 30 - I gathe 
that is the conversation you are talking about / And within that 
it says "No guarantee by the province". Did you discuss that with hi 

Mr¥. Steadman: I may well have mentioned that. 


Mr. Shibley: What was the gist of that conversation? 
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Mr. Steadman: He was at that time asking for information 
so that he could relay it to the lenders: infiormation, really, as 
to the legal background of the transaction. This was before Borden 
and Elliot got in the piece and Prudential did not have, so far as 
I know, Canadian Swine teed not instructed Canadian counsel at 


that point. Mr.Johnson wanted from me my analysis of the legal 














background so that he <@ could Bex relay it on to Prudential. 
I went through several sections of the Power Commission Act and the 
Public Works Act. 

Mr, Shibley: Did Mr. Johnson indicate to you in that 
conversation that the fact that the province was not to give its 
guarantee witha erhent the willingness of Prudential to go forward 

with the financing? 

Mr. Steadman: I honestly cannot remeinber the discussion, 
Gertainiy it had been over a week Spice tgp we had been told , im " 
ai Bede che meeting of October 23, that Hydro would not be producing, 
or would not provide us with a provincial guarantee, and it was pretty 
| much old hat at that point. 

Mr, Shibley: When did you notify Ames of that, however? 

| Was it at the meeting of October 30th? 


Mr. Steadman : I didn't notify Ames at all, sir. I was 





called by Mr. Johnson. 
Mr. Shibley: Well, I just tell you that 4t is part of their 





exhibit that on the 30th, they note that there is no puarantee from 
| the province, and I want to know what is your evidence as to the 
position taken by Ames or the comments by Ames in respect of that 
information. ~ 

| | Mr, Steadman: Really, my telephone calls with Mr. Johnson 


eee eel 


on October 30 and 31 were discussing provisions of the Power Commission 
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Act and the Public Works Act, as I understood them to apply to this 
transaction, and # giving them legal background. It may well 
be that we discussed the provisions of the Power Commission Act 
relating to provincial guarantees and that I explained to them 
our position on that, but I certainly didn't discuss the deal as 
to whether it was going to mean an extra quartestisr cent or 


half a per gent , because he didn't have a provincial guarantee. 


Mr. Shibley: Well, was Mr. Johnson upset £ 





Mr. Steadman#: He wasn't upset. No. 





Mr. Shibley: He wasn't upset. Did he tell you that there 
would have to be communication of tid! sioddnavance sortie 
Prudential? 

Mr Steadan: I can't remember, I am sorry. 

“Mr. Shibley: Was any step taken in respect of the 
withdrawal of the guarantee from the documentation? 

Mr. Steadman: The only step we took was in the next 
draft to delete all reference to the province. 

Mr. Shibley: I see. There were no communcations with 
the Prudential, then? 

Mr. Steadman: I had no communications with the 
Prudential giell, my first communicationg with our solicitors 
was on November 3, and thereafter, again, discussing with Mr. Brooks 
of Borden and Elliot the legal background of the transaction as 


we saw it, and he eageédeyn eventually agreed with me as to what 





it was. 


Mr. Shibley: With respect to the right to sue, did you 
lear tr 





consider with him the consequences of Hydro being ,agau S 


corporation ? 








b 
oan 


Mr, Steadman: We did, apteraye had agredd that wwmidais is 
quite obvious from a cursory examinationof the Power Commission Act, yo 
requireg the nawes of the Attorney General to procedd with an actionil 
This caused him some concern, ang Mater on, and I can't remember the 


exact date that Task Force Hydro report came out gg we discussed } 
» s 
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(Mr. Steadman) 
that and Mr. Brooks told me he relayed the information on to the 
Prudential. 

Mr, Shibley: Have you any information that indicates 
ee report came out at that time other than as a matter of 
“happy co-ineidence? 

Mr. Steadman: None what soever. 


ON RITA I SONNE OSS ETS 
(C 


Star or the Globe and Mail gggr the 





quite pleased to see it. 

3 Mr. Shibley: Yes, because it solved the problem. 

| | ) Mr. Steadman: It looked as if it might solve the problem. 
| Mr. Shibley: @# All right. Now then, you have been 
“here when the evidence has referenced the commurikeations between 


fae Me, Milliman of London Life. 





Mr. Houser and smegneamenilias 
pid you ever have any discussion with Mr. Houser referable to that 
communication? 

_— roe ; 

Mr. Steadman: Yes, we had at one of the meetings, and 


it was before Osbober 23, because I am sure Mr. Bradgshaw was 
he Some 





present, Mr. Houser mentioned London Life and the possibility 


that they might be able to come up with an answer. 
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Mr. Shibley: Can you peg that date more ey add 

Mr. Stefiman: I can't, I'm SOPTy cpus 

Mr. Shibley: Sometime prior to October 23 he first 
mentioned it? Is that correct? 

Mr. Stadman: Yes sir. 

Mr. Shibley: Did he mention it to you or to Mr. 
Moog? Or both? 


Mr . Stedman: It was a meeting in Mr. Houser'ts 


private office. He was in his easy chair and sort of leaned 





back and talking to the meeting really. 
Mr. Shibley: Who else was present? 


Mr. Stedman: if I can refer to some notes? 


Mr. Shibley: Surely. Surely. 
ee ee 


Mr , Stdman: It might help me. 


My. Shibley: Yes, surely. 
as 





Mr . stGdman: I am sorry. I don't see any reference 


to it in the notes that I have but I should think that it was 
passed oveerrainly brief matter. It wasn't part of the bung 

Mr, Shibley: What's your best recollection of who 
was present? 

Mr, Stéman: Mr. Bradshaw, Mr. Coles, Mr. Moog, 
myself, possibly Mr. Candy. 

Mr . Shibley: And what was the response to the 
Suggestion by Mr. MeCallum that London Life might provide 
the permanent finaneing? I am sorry, Mr. Ibuser, 


fe) 
Mr, Stedman: It was turned down. 


Mr, Shibley: What do you mean? 


Mr , Stéfiman: Not a terribly extensive conversation, 


as I remember, 


I. 
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Mr, Shibley: Did any body make comments? 


\ge 
MR. Stedmang: Mr. Moog. 


Mr. Shibley: What did he say? 

Mr. Stegiman: I can't remember. I am sorry. My 
impression of Lt , te my memory is it just didn't really 
~<tneexnk interest Mr. Moog. 

Mr. Shibley: I see. Well, then, can you give any 
axpaka explanation or assistance to this committee as to why 
Mr. Houser would have pursued the matter with London Life on 
November 6 and again on November 138 

Mr. Stepman: No idea whatsoever, sir. 

Mr. Shibley: Was the matter ever discussed again? 

Mr . Stgdman: Not to the best of my recollection. 

Mr, Shibley: Quite apart from providing funds, do 
you know of any other purpose for which Mr .Houser might have 
been in communication with London Life refergable to the Hydro 
Head Office building? 

Mr. Stepan: None whatsoever sir. 

Mr. Shibley: Do you have any knowledge or information 
as to any communication between London Life and any other entity 
referable to the financing of the puilding? 

Mr . stihan: Other than Mr. Houser's mention at 


that one meeting that he had spoken to 80 one ; 


Mr, Shibley:; All right. Now you assumedicarriage of 





the file on the 23rd October, is that not so? 
Mr stepinan: That is correct. 
Mr. Shibley: And from that date forward, Mr. Bradhsaw 
had nothing further to do with the file? 
Mr. svéaman: I wouldn't xge put it that strongly, sir. 
Mr. Shibley: WB1ll -- you took over’ 





Mr. Stedman: T had day-to-day carriage of the file 


eed 


and Mr. Bradshaw was engaged in @a@ other matters, 


Mr, Shibley: Right. And was there any reason for 





your taking over the file on that uma occasion? 
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Mr, Stedman: Well I had been involved in the 
negotiations starting in early summer and had worked on 
the drafting, and Mr. Bradshaw had another important trans- 
action which took him out of the city for an extended 
period of time and I took over the @% clean-up work. 
MR. Shibley: That was the only reason? 
tee 


a. 
Mr, Stedman: Yes sir. 


Mr. Shibley: Were you present on the occasion of 


the phone call that was made by Mr. Moog to Switzerland on 


August 7, I think - August 4 I Suppose it is now. 
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Mr. Steadman: I was on holiday starting around August 
2 or 3, the Friday, and that date can be checked I am sure quite 
easily. == I ha@ no knowledge of anything that happened until 
September 21. So after August 2 to September 21 I was com- 
pletely out of the transaction. ty 

Mr. Shibley: All right. 

Mr. chasman YCAT1 Bet that Long frolsaay in your firm? 

Mr. Thomson: He didn't say he was on holidays through- 
out that bine Me. Chatrman. 

g Mr. Steadman: Four miserable weeks in Parry sound 

last year! Well Mr. Bradshaw, as I said earlier, had primary 
charge of the matter, and he only brought me back into it in 

later September when there was some drafting to be done, and other 
work to be done. 

Mr. Shibley: You sat here while Mr. MeCallum outlined 
his interpretation of what appraised value means, and \yfu gather 
you must have been privy to the late October negotiations respecting 
that clause. Were you? 

Mr. Steadman: Yes, Sir. 

Mr, Shibley: Because that clause wasn't put in final 
form until the latter part of October. Ig that correct? 


Mr. Steadman: At the earliest. Again wnen“fproduce 





our chronological list, I think we'll get the exact date because 
there's been a lot of tinkering with at. 

Mr. Shibley: Thank you. In that connection, do you 
concur in the explanation given by Mr, MeCallum as to what that 
phrase means, or do you place a different interpretation” 


Mr. Thomson: Mr. Chairman, I'm sorry. My name is 





Thomson; you recall I was here before . 


wr. Wakes: Which month was that? 
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Mr. Thomson: We this difficulty. Mr, 


‘ 
5 | 


Steadman is here as a witness in response to the request of this 
committee. He is coincidentally still one of the solicitors 

acting for Canada Square. But he cannot, in that witness box | 
today, be expected to speak for Canada Square, fed. Tt is not 


fair to him, in my submission, and it's not fair to Canada Square, 





to try to cross-examine him, or indeed to ask him questions about 
the interpretation of a clause which may or may not become con- 
tentious as time goes on. 426 The only way enatyean, in fair- 
Yess to Canada Square, be dealt with, is to give Canada Square 

an opportunity through its counsel, who sits over there, to 
decide what position it might take. 

Mr. Steadman can only give his own personal off-hand 
view, and even to ask him to do that, in my submission, is not 
really fair to his client. 

Bie dene 

Mr, Shibley: Mr. Sedemka Chairman, my difficulty is 

thie. Fou see,we're struggling,as Mr. Allan has repeatedly said, 


for an interpretation of a phrase that » as finally settled upon 





by two lawyers. 

Mr. Steadman: There weve Be@ses more than two lawyers 
involved. 

Mr. Shibley: All right. But the principal lawyers 
who are involved are Mr. McCallum and Mr, Steadman, acting on 
instructions of their respective clients. I think that all we're 
left with now is that the interpretation of the phrase may be the 
subject of a dispute in litigation ete. But without benefit of 
as much as we might get in that respect from the two people 
responsible for employing the term, within the formal documents, 
we are going to have a terrible time trying to £x formulate any 
conclusions... } 
Mr. Finlayson: Mr. Chairman, ee can shorten 
this up by saying I don't really care what MR. Steadman says on 
the subject, I don't regard it as any more binding on Canada 
Square than Mr. Shibley's opinions, ang I—~doo~, I don't know what 
use it is going to be to you, quite frankly, if we do get into deslef ; 
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c(Mr. Finlayson) > 
| ohispu Qe 
. Ganest isn't going to accept what he says. I may or 
\ 


may not; it doesn't make any differenceg [t's a question of the 
Court interpreting the document and arriving at a conclusion. 
But I would emphasize, as Mr. Thomson has, that he's simply 
speaking as John Steadman,. and he's not speaking on behalf of my 
client. 

Mr. Chairman: Mr. Finlayson, I think I can agree with 
what you said just now that really, as far as the Court is con- 
cerned, it won't matter too much what conclusion our committee 
comes to@ I m think it might be helpful for us to know what both 
lawyers thought about it but 4f it comes to a Court interpretation 
they are not going to take a legislative committee's opinion to 
decide the law on the matter. 

T don't know whether # you want to press it further | 
Mr, Shibley. 

Mr. Steadman: I am extremely loath to answer the 
question Sir. 

Mr. Shibley: I realize you may be loath to but I want 
to get from you as much as I can, @a what was the intention of 
the parties and yourself yg#ep Loynent of that term. 


Mr. Steadman: I can't testify as to the intention of 





Canada Square, , 
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Mr. Shibley: Well, what did you gunderstand when you 


Aueg OCOninttin Cat? Ors “hha Ms 
Mr. Steadman: amae-are privilesed-———_— 


Mr. Shibley: All right, well what do you understand -- | 


employed the -- 


what was your intention in using that term? ms is Lide'¢- | 
Mr. Bullbrook: Really you ean’ tial nge the tera 
Mr. Shibley: IT IS his document. 
Mr. Bullbrook: It was really not his document. 
I must say I agree with Mr. Finlayson here. I mean it would be the 
intention of the parties to the document and the first rule would be 
they would look at the words and if there was ambiguity they would try 
to arrive at the intention some other way,but it wouldn't be Mr, 
Steadman's intention. 
Mr. Shibley: Except that he was there at the time and 
are you telling me that anything you know as to the intentions of the 


parties is privileged? 


Mr. Steadman: As to the intentions of Canada Square? 
LT EERE? 

Mr. Shibley: Well -- 

Se esitae eR TESeY 

Mr. Steadman: Yes, As to the intentions of Ontario 


Hydro, ® you have already had testimony from Mr, McCAllum, 

Mr. Shibley: You weren't present at any meetings between) 
say,Mr. Moog and Mr, Candy and anybody else for Hydro at which the 
intention of Canada Square referable to that phrase was under discussion?’ 

Mr. Steadman: On only one occasion did T ever meet Mr, | 
Candy outside the presence of his solicitor, 

Mr. Shibley: That is not what I asked you. I asked you | 
whether that clause was ever discussed between ~~ 

Mr, Steadman: And at that meeting the clause was not 
discussed, 

Mr. Shibley: Was that clause ever discussed in the 
presence of persons other than Canada Square wherein the intentions of 


Canada Square were recorded? 


Mr, Thatoo+ May I speak to the witness? thy, Chai oman; Veh 
Pe Thonkes, $ Any objection tg to that? ——— 

3 ae is going to help you, Mr. gAllan? 
tne 
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Mr. Allan: How do I know? I don't know what he is 
going to say. 

Mr. Steadman: At any meetings at which these provisions 
of the letter were discussed, @® Hydro and its counsel argued for 
use of some form of cost, replacement cost, ‘or whatever. We argued 
for 4M use of appraised value and I don't think that at any of those 
meetings did we get @ into an analysis of what appraised value meant 
from @eammm@eta Canada Square's point of view. 

Mr, Shibley: I see. 





Mr. Deans: Can I ask a question? 


Mr. Chairman: Mr. Deans « 





] il 
Mr. Deans: You use the words appraised value. You 





don't recall the argument in favour of Canada Square being based on 
market value? 

Mr. Steadman: That certainly wasn't raised at any 
meeting with Hydro's representatives. 

Mr. Deans: That was never raised at any meeting with 


Hydro's representatives? 







Mr. Steadman: That I can recall at the time. 
( Po ero ls getetian 
Mr. B ullbrook: Was it then “a... ef tosts or 


appraised value? 


Mr. Steadman : It was a negotiation as to which term 







was going to be dens 


Mr, Bullbrook: What was the alternative Sere Seen Ober 





than appraised value? 


Mr. Steadman: Hydro was arguing for cost. 





Mr, Bullbrook: Cost, yes. 





Mr. Shibley: Have you any information as to why this 





is a subject of a separate agreement? 

Mr, S ‘adman: It was discussed at a meeting any I 
think 2imaeaee October 20 or 21, something like that, that it would be 
a separate agreement and at this point in time I cannot remember why 
we decided that it should be a separate agreement. 


Mr. Shibley: Mr, MceCallum's note would indicate that 





Canada Square was insisting upon it being a separate agreement. Have 


you no recollection as to why they were insisting? 
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Mr, Steadman: I just can't remember why it was a 
RE NPT TEEN SII OT a 
separate agreement at this point in time other than that it seemed 


to Canada Square at any rate not a terribly important document. 


Mr. Bulibrook: Not a terribly important document? 
nein eeteemnmnmmnmeainnetieaaie 
Mr. Steadman: Not really. 


Mr. Shibley: Mr. Steadman, not that I have been 
&@ expecting you to be particularly informed but I feel in terms of 
completeness I should ask you certain questions. Have you any 
knowledge or information as to the person or persons who telephoned 
Mr. Don Smith of Ellis-Don which would have led him to make the 


comments to Mr. Manthorpe and Mr, McAuliffe” 


Mr, Steadman: Only what I have read in the 
newspapers. 
Mr. Shibley: I have no further questions, Mr, 


Chairman, 
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Mr. Deans: I just # want to ask one question. it 





won't be long. You sonmmene: chat your recollection was that 
this was not a terribly important document. Was it not the 
subject of extensive discussion between Canada Square and Ontario 
Hydro? 

Mr. Steadman: Yes. 

Mr. Deans: It was, and yet you contend that the 


document was not important though it was the subject of some 





P 
intensive discussion. 
b thank Me edhe : 4 A Can, Phe a 


Mr. Steadman: 





Mr. Deans; The mefact) Kart you recall, 1 don't know 
when you breach your confidence, you are going to have to 
stop me. But can you recall the discussions as to the importance 
of knowing to Soldel ages perhaps Mr. Moogs's actual costs of 
the erection of the building,in relationship to that document © 
Mr. Steadman: I'm sorry I don't understand the question. 


ETT TT 


Mr. Deans: Well were you present at the discussions that 





took place in which it might have been put forward, let me say 
it was put SRL RRR Hydro that the actual costs of the construction 


of the puigding were important to determining the value of the 


paavaine © 


Mr. Steadman: Yes. 


—— nal 


Mr, Deans: Were you present at the meetings where there 





was discussion with regard to Mr. Moog believing that Market 
value was a more appropriate value to place on the building than 


any other value. 


Mr. Steadman: Appraised value? 





Mr. Deans: No T want to separate appraised and market 





value.I want to draw a distinctim between the two. Market 
value being a value that someone would pay for a building that 


is already there. WEre you present when Mr. Moog suggested that 
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(Mr. Deans) 
market value ought to be thebasis for any determination of the 
value of the milding? 

Mr. Steadman: It may well be that that was raised in 
the course of the negotiations. I Just can't remember, I'm sorry. 

Mr. Deans: And you don't think that that was a very 
important document? 

Myr. Bullbrook: NO he don't say that; he said Canada 
Square didn't think it. 


Mr. Deans: Well I'm sorry, okay I ask you, you don't 





think Canada Square thought it was very important ! 
Mr. Steadman: ‘ 








Mr. Bullbrook: Would the reason for that be —- would 





you permit me? 
Mr. Deans: Yes, sure. 
alert 
Mr. Bullbrook: I @isaMr. Thomson and he might want 


to jump in here. Would the reason for that be ta that Canada 


mM 


Qemme Square regarded the benefits accruing to Hydro under that 
document ds ibe ege le They weren't going to get any benefits. 
Mr. Steadman: I believe that is correct. 
EEN SETA IN DE STSES 


Mr. Deans: And they thought perhaps it was window- 
SS SISTA 


dressing. 


Mr. Bullbrook: Because they were quite content that 





the appraised value - right - would be of a nature and kind 
and amount that the benefits under the clause really wouldn't 


exist. I'm sorry, you really answered that before, 





Mr. STeadman: Yes. 
EGER 


Mr. Chairman: Any other questions of Mr, beat biel» 


® 
LTT PTS RES 
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(Mr, Chairman) 
Mr. Steadman you haven't been in that seat for very long, but 
I think you found it @ fairly hot. Thank you very much for 
being with us this evening. 

Mr. Steadman: Thank you sir. 

Mr. Walker: Mr. Shibley made reference to mggmmme the 
| possibility of sitting this evening and sitting on Friday and 
he's fallen into the trap that many of us fall into and that's 


that many of us have made plans otherwise, and of course this 




















evening a number of the members, not myself, but others have 
made plans so they couldn't be sitting. Friday, many of us 
had made plans and so we can't sit that day. However we 
haven't made our plans for next week and I would like to make 
sure that we don't go away from here this week thinking that 
we may have the evenings off next week. I think we should 
block them aside, I think we should be prepared to go Monday 


night and to go Tuesday night and Wednesday night and if 





necessary Thursday night to finish off thematter. 
_.Well I've looked at the 





list that Mr.Shibley has and I'm satisfied that it can he 
- accomplished next week. Frankiy I think we just have to make 


sure that we set aside enough hours next week to do it. 





Mr. Chairman: I'm asking you all to save your evenings. 
I realize we can't all be here, Mr. Renwick, on his way out, gave 
me the times he was free next week, he is free most evenings. I 
hope we won't have to get into the evenings, I certainly ask 


you to save Fridays., 





Haaetioadaemees: I'm asking you to save the evenings next 














| week but T'm realizing that we may not all be able to be here all 
of this time, and g@ Mr. Shibley still requires some time tor heeha ration 


2149 to follow 
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Mr. Walker: When you say you are asking us to save it, do 












you mean you are asking us to make sure we are going to be here those 
nights? 
Mr. Chairman: Save them, so you can be here if the 


committee decides it wants to sit, that is ail I am saying. 


Mr. Walker: Well what I would like to see us do is make 





those decisions early. Mr. Shibley, surely in fairness to him, we 
have to give him time to make arrangements to bring people in? 


Mr. Chairman: Let me just give as an example, It is not 





by way of being critical of Mr. Renwick, but there was a half an 
hour of questioning today in connection with dates arising out of 
a question that Mr. Renwick asked. Now I think pw 

Mr. Walker: Some of the members do have interests. 

Mr. Chairman: What I am saying is we are putting pressure 
on Mr. Shibley, and I think reasonably and rightly so. But at the | 
same time he is not responsible for calling al2 of the shots on this — 


thing because 





ea. he doesn't know what questions the 
members may want to ask. 0 certainly the members aren't going to 
give up their rights or privileges of asking these questions. So all 
I am saying, we may tae, if we get bogged down, I think Mr. Shibley 
can arrange a programme that he can Het through his witnesses in 
the course of the day. Now if we get into a great deal of crossfi 
or delay from some reason beyond his control, or members asking 
questions, those are the occasions we may want to get into the 
eveningge I2ecirn9, 

Mr. WR KGR oan: Mr. Chairman, I just don't want to find us in| 
a position next Thursday night, a week tomorrow, of Mr. Shibley 
saying he has so many witnesses to bring in it is going to run us 
into the following weeland maybe even the following. I want to make 
sure we get them all over. Mark my words now, Mr. Chairman, I am 
reserving them at this point, and I am reserving my evenings for 


next week, and I think it behoves us to make sure we sit 
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(Mr. Walker) 
sufficiently to accommodate all the witnesses whom he wishes to bring 
forgward . I just want to make it very clear that I don't want to 
find ourselves in a position where towards the end of the week we 
are into embarrassing squabbles. 

Mr. Chairman: Well I think some of us, certainly Mr. Renwick, 
put his position on record very well today that he can't go after, that 
he has made other commitments. I think that applies to most of <q, 

Mr. Shibley: Mr. Chairman? I would just like to remind 
everyone else that there are the witnesses themselves involved. Just 
for example, I'd hoped, Eauataat. 4n addition to the four witnesses I've 
mentioned, to deal with Mr. Gordon tomorrow - five packed in. 

Mr. Gordon had wery responsible, difficult matters. He had to 
absent himself today, yesterday, Monday, Tuesday of next week. And 
I have said to Hydro's counsel, "Well I don't want to interfere with 
Hydro's business, so I will have to deal with him on Wednesday". 


Mr. Rasmussen has been away on holiday. Mr. Bwig 13° Raines 





now 


And this is not as easy 4 chore, especially EEE 





that we are getting to a point where I am hoping to put in four or 
five witnesses a day to get it cleaned up. | 

There is some very 4mportant evidence coming up yet referable 
to the financial end of this thing. 

Mr. Allan: I was wondering, Mr. Ang@son-Cartwrignt , how long 
vmld you expect his evidence to take? 

Mr. Shibley: I'm hopiag that with written material up front 
such as we have been dealing, if you notice, with the brief of 
documents Mr. McCallum's evidence went much more quickly. And I 
think Ames' people wiil go much more quickly because’ it 4g all. in 
as well. 

I have asked Mr. Anson-Cartwright to do a written brief so 
we can table it as an exhibit, and he will simply be explaining it. 
Now I think we may be into a measure of questioning of him. It may 
take a day to deal with him. I am hoping not, but it might. 

But there is Mr.Mink, Mr. Nastich. Mr.Dean, Mr. Lamb, all on 


the financial side of Hydro. There are four right there. There 


4s still Mr. Gordon to be (lied, 


| 
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Mr. Shibley)~ 


this is in addition to the witnesses we have mentioned. I am 





now to recall Mr. Smith and Mrs. Shuttleworth on Monday next. 


I am trying to remember if there was anybody else. That's a 





lot of evidence to package Sang put in the limited number of | 
sitting days we have got ahead of us. lau. Song lo te 

Mr. Walker; We will just have to expand the hours 
to meet it. 

Mr. Shibley: Well that's very easy to say, you know, 
but I am in the throes of preparing for the next day's effort 


including communication with witnesses, preparing my briefs, 


aes 


studying documents and putting in the evidence all day long. 


oul agai 


Now, Mr. Walker, I am trying and that's as far as I 
am prepared to be pushed. I am not going to make any commit- 


ments to anyone that salican meet that deadline, I will make 





jaan 


a best effort to do so. As far as I am concerned, if we have 
to sit next Saturday and Sunday to get it done, that's fine, 
too but, subject to the witnesses being willing to come. 

The point of the matter is I don't appreciate, 


frankly, this kind of additional pressure that I am submitting 





myself to to try and meet a deadline. That timing was set 
before we lost two days last week. For quite good purposes, 
mind you; it turned out extremely well but, nevertheless, 
we did lose the best part of Wednesday y ihitrsday of last 
week aye I am not prepared to say just for the sake of sitting 
an extra day or two for completeness that I am going to cut 
away this or that. 

Mr, Walker: We are not asking that, Mr. Shibley. 

Mr. Shibley: As I SBY procs 

Mr, Chairman: WE1ll, I think we joo, 

Mr, Shibley: I would ask you not to force the issue 
further. I am doing my best 629 

Mr. Walker: We are not forcing the issue with you, 

RY we are really saying isk ke sure that we are available 

for sitting next week to accomplish the witness that you have in 
mind, 








H-2150-2 Sep. 5/73 
6.05-6.10 pm 
¥.H. 


Mr. Shibley: That's fine. I am telling you right 
now that I would like the committee members to have Friday 
set aside. Whether or not we should sit evenings may well 
turn upon whether I feel the evening is better spent in me 
preparing for the next day or carrying foward with the witness 
who is already in that box and whose evidence is not yet 
complete. If you are really intent on finishing next week, 
then set the evenings aside and if we need them for one 
purpose a the other, fine. 

Mr. Walker: Well, they are aside and I assume that 
we will probably need/Ran. 


QA 
Mr .Chairman: Well, you are speaking poi have set 


them aside} Mr, Renwick has indicated to me that he's quite 


F 2 
oO 
I am not asking you all to commit yourselves Yet 1 am just 


prepared except for one or two appointments, to meet at various Fy oy | 
asking you to be prepared to sit in the evenings if it will 
expedite the work so that we can finish next week. 

Mr. Genest: Mr. Chairman, there is one matter that 
deals with this timing. Hydro expects the opportunity to be 
able for its counsel to make closing submissions. 

Mr, Chairman: Mr. Genest, I suggested earlier I 
think in fairness to you and to Canada Square, the two people 
who are deeply involved in this matter, that would be 2 
reasonable and fair thing to do. In discussing & it the 
other day with the committee in ge camera, I think I am 
permitted to say this, that the thought was that maybe written 
submissions might be fair. Now the problem with written 
submissions, as I said, they don't necessaril) Gur the 
light of day that what you might say here would get the light 
of day. In the back of my mind, I have thought that this is 
the sort of thing that might be equivalent to an address to 
the jury and that you would be going on without too many 


interruptions, I would hope, ~$nere might be a few questions 


ee. IKe QNemniug a) 
of clarification, and $£ it might be done i ithe 


H-2150-3 Sep. 5/73 
6.05-6.10 pm 
V.H. 


Mr. Chairman) 


a Saturday morning or something of that nature or even, Mr. 
Walker, don't get too excited, Monday of the following week, if 
hac esse 
Mr. Genest: Now, it is of some importance to Hydro 
to make its submissions, to make its closing position,public. 
I would ask that t&we be permitted to make it orally and its 
\umeparrouk 
also at we be given a little time to prepare. I 
know how anxious Mr. Walker is to finish everything by Friday 
but I try and interpret that as meaning finishing the evidence 
by Friday and I would certainly like the opportunity. Its my 
people who are going to be mostly in the box next week, that 


entails a lot of work on my part as well as Mr. Shibley's 


part. 


Mr. Shibley: Quite right. 
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fMr. Genest}: 
( And I would like a reasonable opportunity, at least the weekend, 


to prepare some kind of a sensible submission, and I do urge upon 





the committee that Hydro regards that as a very valuable right 
and only its just due. 

My. Bullibrook: Yes, I think so. I would want to 
subseribe to that. I think they should have the opportunity. 
I think you used the phrase, "in the light of day,’ and I think 
that is what you intended, Mr. Chairman, that these’ would be 
publie so that the press would then carry, perhaps, what hae 
would consider leavening. 

Mr. Chairman: That is the only reason, Mr. Walker. 
I appreciate the urgency and some of the members would say, 
bye have made commitments, we have to get on with our other work". 

Mr. Walker: Mr. Chairman, there is no doubt that 
Hydro has to have the opportunity to present its submissions, 
none whatsoever in my mind, and y in fact yg on my little sheet 
that I was showing to Mr. Shibley when gmx we were reviewing 
the various witnesses that we had, I acs Cuiendondion Vice ae 
the bottom. All it really does is impress me with the fact that 
we had gs sure as heli better sit during the evenings, next week, 
4f we want to make sure that we have sufficient time Por these boy 
a axe their presentations properly. 

Mr. Chairmang Mr. Genest, though, is saying that he 
4s not prepared to do it next week. 


Mr, Walker: He is not necessarily saying that. It 





dppends on how we finish up, I suspect. He has to have time to 

do it,that is granted, Mr. Chairmang I am not trying to take 

anytwing away from his right to prepare his case, and if we 
“gghpen to end up Friday at 4.30 ci su Pamala then surely, 

the weekend is appropriate, but eek we ean beat that deadline 

4f we do a little work on it. 


Mr. Chairman: Well, Mr. Genest, you have heard the 


pa eeiniiemeaiieemiiaeideemead 
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evidence, at least the evidence of the committee? you have 
heard the eupteite er Oa or two of the committee smembers 
and I think it is the noieeiatte that, provided you are not 
going to go into a iong oration, lie we would appreciate verbai 
presantations from yourself and from Mr. Finlayson in regard 
to it. I don't think there are any other people that are so 
involved as Hydro and Canada Square that they need to give 
presentations. I am not saying if somebody comes forward and 
asks to mdke a presentation we wouldn't Bvitupi ibaakoiak eee 
counsel to do so, but at the present time, I only can see yousself 
and Mr. Finlayson¢ 
i aairens Mr. Chairman, just in closing, like Mr, 
Renwick, I have a tight schedule too, and I have set up my schedule, 
I realize that these peopie have to be heard. I am quite prepared 


to sit next week in the evenings. Perhaps on some 0} > one who 
Beek eon you 






is going to make a long disséPrrati on't have to ask too 
many questions, you could set them up in the ae evening. 

Mr. Chairman: I think Mr. Genest is worried about 
preparation but, in any event.... 


Mr. Walker: You don't have to worry about preparation, 





we will give you time. 
Mr. Genest: The pithier it will be, the longer the 





preparation, 
Mr. Chairman: A little humour, too, Mr. Genest. It has 
been a long hard four months. 


Mr. GEnest: mens. I read a quotation, the other day, in 





the Givie, Seek that T ealen might be appropriate. 
Mr. Chairman: Wa@lsxkx-When do you get time ees the 

Rivier 

Mr. Genest: I read it every night. It was something 

ey for ho days and 40 nights..I think we have passed that NOW oo 





Visy wandered in the wilderness and they were tempted by the 


devil and angels spoke unto them. Bae ery word was appropriate. 
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waiting 
Mr. Walker: WE are tte For the angels. 


Mr .Genest: St. Mark@. 
ritiodaealiala sein 


Mr, Chairman: I think you are getting a few of your 





biblical stories mixed up together there. 
However, we will wait to hear from the angels and I 
hope at some time we get a message from them. 


The committee adjourned at 6.i5Tp.m. 7 
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P H </Pise7 = 1 


LEGISLATURE OF ONTARIO 
SELECT COMMITTEE ~ HYDRO HEADQUARTERS 


The committee met at 10.05 BRE Bete the 
members’ board room. 

Mr. Chairman: Ladies and gentlemen, I call the 
meeting to order without the help of Mr. Allan this morning, 
and I guess he will be along very shortly. 


We have Mr. Zwig all ready to give evidence to us 


on behalf of Horizm, but in that connection I would like to 














introduce to you Mr. Sid Robins, who is his solicitor, and 
incidentally the Treasurer of the Law Society of Upper Canada. 
Now that name I know has some objection to you, Mr. Hodgson, 
but that is still the name of the Law Society, and Mr. ------- 

Mr. R. G. Hodgson: You have got a good memory, Mr. 
Chairman, 

Mr.Chairman: Mr. Robins is the chief man in that society 

so I want you to be nice to him, Mr. Hodgson.y, 

Mr. R. G. Hodgson: I will try my best. 

Mr, Chairman: And Mr. Garrow, of course, is still with 
us, representing A. E. Ames. Mr. Shibley? 


Mr. Shibley: Will you swear the witness, sir? 


no eainienesilineninieinhieeiieeemcded 


WALTER ZWIG, Sworn 

Mr, Shibley: Mr. Chairman, I have again compiled a 
file, a wrief I might say, of documents selected from the 
Horizon file, which I would like to be made the next exhibit. 
They are in reverse order, so to speak. They are in the order 
we found them in the file and I will be dealing with the documehts 
starting from back to front so that if all committee members 
mient have that file. 

Mr. Chairman: Are you concerned about the press? 


Mr. Shibley: No, I don't think there is any problem. 


There is no problem. 





Sept. 6, 1973 
10.05-10.10 a.m 


a oe 4 


H - 2152 - 2 
(Mr, Shibley) 


Now, Mr. Zwig, you are president of Horizon? 

Mr. Zwig: Yes, 

Mr. Shibley: And that is a company that has been 
engaged in the construction and Serer ae re field for some years? 

Mr. Z2wig: About 17@ years, 

Mr. Shibley: L7? Would you tell the committee some of 
the developments with which your firm has been connected? 

Mr. Zwig: Well, some of the better known developments age 
the Prudential building at King and Yonge; National Trust 
building; 5 inten Insurance building -..all in the King-Yonge 
area; Propiee and Gambie building, the Foster building at St. 
Clair; the Canadian National Railways station and divisional 
offices in London, Ontario, and we are now involved, or have 
been, for the past eighten months to two years, involved at the 
north-west corner of Eglinton and Yonge in a large development. 

Mr, Shibley: Yes 

Mr. Zwig: And in a large development in the heart of 

neers 
downtown London, 

Mr. Shibley: Did you also do the Travellers Building? 

Mr. Zwig: Yes, the Travelpers bullding. 

Mr. Shibley: Yes, and with respect to these buildings, 
were these buildings in whole or in part built for your own 
account or were some of them done on & development basis with a 
tenant established to take a lease ~---~.. 

Mr, Zwig: In most cases, in practically every case, we 
had the tenant before we embarked on the venture. 

Mr. Shibley: They were what we call development or 
proposal tyne undertakings, is that correct? 


Mr. Zwie: Yes, 
MeN a Se 


Mr. Shibley: So that in terms of the type of under- 
Te Nou TAaReEERR 


Pong hy 


taking that was co ntemplated by Ontario Hydro for its new 
—_ 


head office building, and the submission your firm made on 


a 














Sept. 6, 1973 
10.05-10.10 a.m. 
M.F. 


H - 2152 - 3 
(Me, Shibley) 


January 17, your firm had the experience that you have 
outlined to this committee? 

Mr. Zwig: Yes, we have had considerable experience in 
this form of development. 

Mr Shibley: Yes, thank you. Going to your brief of 


RRR ISOIED 


Seex files, or the brief I have compiled of the docum ents, if 


you go to the back of the file, in terms of chronology > 
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roammpm ence 6 ban ome ten 


aes ee 


ates 


—memuncmmenel 'm soryy, Mr. Chairman, we just didn't get time to 


i 
reshuffle these papers butyéveryone will work from the back. 





Mr. Chairman: Two hundred and twenty-six ~ I didn't 
number it before. It's number 226. | 

Mr. Shibley: Thank you. It's the first page. It's 
the Proposal for Ontario Hydro and it sets out the requirements. 

Do I take it these are the broad specifications provided to you : 
in the early stages of your efforts to make a submission? 

Mr. Zwige: Yes, this is what we term @g a fact sheet 
that our architects and engineers prepare for us ged We then take 
all the information that this fact sheet etiam an utilize it 
in putting together our costs, 

Mr. Shibley: Right. Then coming forward a Rag couple 
of pages it's noted: Building completed by 1974; proposal by 
January 15. Was that the date on which you were asked to have 
your proposal in? 

Mr. Zwig: Yes. 

in. Sake = were ) 

Mr. Shibley: vinen/vou asked to make the submission? 
How long prior to January 15? ; 

Mr. dZwig: I think it was in the fall of the year, 

We had a number « we had two or three meetings with the Ontario 
Hydro architects, I would ‘eieeaiandion- 8 2. somewhere early in November, 

Mr. Shibley: Just to assist the committee members . 
and was without going into them with the witness, because we've been 
over these, exhibits #@ 49 through to 51 have to do with Horizon. ; 
Exhibit 49 makes reference to a meeting between Mr, Zwig and Mr, 
Sissons on the afternoon of September 15 wherein Mr. Zwig, expresses 
again his interest in the development. I don't think we need to ; 
get into it. He lists, in that letter, a variety of buildings witha 
which his company has been associated - buildings he's already 
given in evidence. Exhibit 50 is a memo Bia uyare of September 
e2 wherein Mr. Sissons refers to his te cuNetone with Mr. Zwig 


and says: "Horizon will obviously be one of the organizations 


H-2153-2 Sep. 6/73 
10.10 to 10.15 am 
fvk 





. Shibley) 
from whom we should solicit a proposal.” December 21, exhibit d1, 


references a meeting with Mr. Zwig, Mr. Dean and Mr. Candy wherein 





it's referenced that Mr. Zwig says he could raise money with 
Metropolitan swhere he was advised of the preference to use Adm 
Adamsons as an associate architect sand wherein it says: "He is 
going to submit a proposal on a per square foot per annum cost 
by January 15", so that it would appear that's the date on which 
Mr. Zwig and representatives of Hydro sort of made firm the 
understanding that your firm was going to make a submission’ 

Mr, & Zwig: Yes. 

Mr. Shibley: Then, at the bottom of that exhibit 51, 
"Any escalation in this price will apply to labour of maintenance 
only and will not affect k the capital cost ssructure for the 
life of the agreement." Exhibit 52 is the submission itself 
that we'll get to later. I don't think I need ask the witness 
any questions in that respect. I want to move forward. I notice 
that on that same page the floor size is referenced. Can I take 
it, Mr. Zwig, that the area of the floor and the height of the 
structure all enter into the economics of constructing any 
building? 

Mr. Zw gs : Definitely ,~fhe larger the floor area, 
particularly this size of floor area, with a low structire,ia@ and 
anything under 25 stories might pe termed a low structihre today, 


makes for great economy 


Mr. Zwig: That's right. 


NBT ete 


Mr. Shibley: Mr. Tatham has enlarged upon that. 
< just wanted that basic premise confirmed by you. Moving along 
VQ CHA er) 
through the file, John Dean 4m is referenced OF Rag PARE He's 
the man you had discussion with. The next page again sets forth 


further work age material and I notice within it mentiongag is made 


of such things as a TUNNEL 5 semen? 
(Tape H-2154 follows \\) 
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(Mr, Shibley) 


syMace SUCH “tirine6s—as Lunnedy escalators, 150 foot-candlepower, | 


Was that the basis, gn terms of ct ek ed tr your firm quoted | 
on ~ 150 foot-candlepower? 

Mr. Zwig: Yes. 

Mr. Shibley: Were you ever told that that 
specification might be changed to something less? 

Mr. Zwig: No. 

Mr. Shibley: Then there's broadloom in lieu of 


tile. Were you told for whose account the broadloom was? 


Mr. Zwig: Yes. 





Mr, Shibley: And whose account? 

Mr. Zwig: Hydro. 

‘citi 

Mr, Shibley: Yes. I think we can move on then 
to the next two pages dated January 5th. These are typewritten 
pages and again this is part of your work-up material, some of 
the facts upon which you were going to formulate your 
proposal. Is that correct? 

Mr. Zwig: That's correct. 

Mr. Shibley: Yes. 

Mr, Chairman: I'm not so sure all the committee 


are with you. 


Mr. Shibley: I'm sorry. January 5th is a series 





of clipped documents, typed, with some notations. 


Mr. Chairman: I've just noted your file doesn't 





seem to be in the same order as mine or else ey 


Mr. Shibley: It should be. 
RR ARIE TIO UI NEY) 


Mr. Chairman: Maybe I was the one who meased it 








UP. Anyway, I've got the document now. 

Mr. Shibley: All right. It's not important except 
that I wanted it clear that your firm was given, although orally, 
& great many of the specifications necessary to make up the 
proposal. 

Mr. Z2wig: Oh, yes. We had one of our people 


(‘SRRe Cera TSE 
at Hydro for the better part of a day and a half. 
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Mr. Shibley: Yes. And those 4.4 


AIIM STS ELI OTS 


Mr. Zwig: And he had ample opportunity to go over 
ail the information. 


Mr. Shibley: Sure. Notwithstanding that the 





specifications were given orally, they were’ sufficiently 
complete to enable you to make your submission? 

Mr, Zwig: Yes. 

Mr. Shibley: Now, then, there are two long form 
pages which appear to be dated January 5th and this appears 
to be again calculations of mortgage payments and also of 
maintenance cost. Is that correct? 

Mr. Zwig: That's right. 

Mr. Shibley: I notice on the bottom of the 
second page you have a $1.31 per foot. Is that for maintenance? 

Mr. Zwig: That's right. 

Mr. Shibley: And then you put in for $1.40 as part 
of your submission? 

Mr, Zwig: That's right. 


Mr. Shibley: Giving you some elbow room on that 





seore? 


Mr. Zwig: That's right. 





Mr. Shibley: Now, dealing with the maintenance 





portion of your submission, Mr. Zwig, the base year for 
maintenance was as of the year of the submission, 1972. Is 
that right? 

Mr» Zwig: Correct. 


Mr. Shibley: So that there would, in your view, have 





heen escalation as to maintenance eost on the day the building 
was completed and undertaken? 


AA, 
Mr, Zwig: That would only Eo leh oc ope that we 





could document, such as an increase in the minimum wage - 
something of that sort. 
Mr. Shibley: Was there ever any follow-up discussion 
RR STN ASCOT EE AO ALN, By 


with your firm as to whether the maintenance cost of $1.40 should 


be with a base year of 1975 or 1974? 


H-2154 - 3 September 6,1973 
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Mr. Zwig: I don't recall. I don't think there 
was any follow-up. 

Mr. Shibley: I ask you that because two of the 
other proposals contained information @ - in the case of 
Y and R, they said they would do maintenance at $1.25, with 
a base year of 1974, and I think Canada Square said $1.45 as 
of a base year of 1975. Was there every any follow-up 
discussion with you in an endeavour to have you accept your 
$1.40 on a base year later than 1971? 

Mr. Zwig: Not that I can recall, 

Mr. Shibley: All right. 
Well then, we go on with the documents in the file. I 
think we can skip the next two or three, sx they only in 
here to indicate to the committee | 

Mr. Genest: Excuse me - Peper these 
questions are going dn the record, Did you say the base 
year for Horizon was 1972? 

Mr. Shibley: I thought it was. 

Mr. Genest: As I read the proposals in Exhibit geomet 

My. Shibley: I'm sorry, 1971 - year end. 

Mr. Genest: ,..71. 

Mr. Shibley: I thought it igs Fae made it. 

Mr. Genest : '“chear the record, The other question 
that you asked imported some figures from Y and R, which I'm 


not sure are accurate. 





H~2155 to follow 
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| 


iMr, Genest) 





X Mr. Shibley: What is the Y and R? it was --- 


Mr. Genest: $1.35, I believe, was Y and R, 


Tecate 





wasn't it? 

My. Shibley: No, I don't think so. I'm sorry, 
Ellis-Don was $1.23, Y and R was $1.35. You're correct. Horizon 
6 $1240 and Canada Square $1.45. 
| | Mr, Genest: That's right. 

Mr. Shibley: Thank you. 

Mr. Genest: And gummi the base year of 
Canada Square, as I understand it, was '76 and not '75. 

Mr. Pinlayson: It was '75. 


te taasinte eeitehieiengaeeennaeneiemmmnmmmmenmansial 


Mr, Shibley: It was '75. 


SORES POTENT NEA OSE SHAUN IDEN 


Mr. Finlayson: It was '75, but {t takes a year 
SN neem 

to implement this. 
Mr. Shibley: But the base year for the submission 


purposes was '75. 


Mr. Genest: Right. 








Mr. Shibley: Now then, I've only included these 
further amt documents to indicate to the committee that this firm 
: made an indepth analysis of the matter before they made a submission. 
I want to move forward to the long form page of January il, 1972. 
It is styled,“ontario Hydro, ’ SReceived tekfeatt fron 8 Steve Allis of 
' Metropolitan.” Are you with me, Mr. Zwig? 


Mr. Zwig: Yes, I'm reading it. 





Mr, Shibley: And moving down, now you're talking 


neh NE PO EN SEPP IAPC ENY 


financing, is that correct? 


Mr, Zwig: Yes. 


re 





Mr. Shibley: fnd it says, “ARRAS io Met does not 

















| expect profit on the deal! They are in it for thé-ge 
benefit of ae py Boho -50 owner. It took a while for this to get 


through! Steve spoke in terms of Horizon getting penefit of 50-50 
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(Mr, Shibley) 

Geal via depreciation & a Husiders profit! I told him there was 
no profit being considered ... only a fee on management. He 
agreed to management fee which would be covered by a separate 
agreement to which Met is not a party. W hen this had all 
filtered through, I mentioned that our tax laws were up in the 
Rt we could not get full benefit of depreciation, we would 


He liked this idea because the 





let them have a greater edumas.. 
interest rate will be based partially on the benefit they get 
from the depreciation -- i.e. greater depreciation gives lower 
interest ticket. At the moment they are hoping to reduce the 
8-3/4 figure to 8-1/2." 

Now, that's the gist @f your exchange with the Metropolitan 
at that time. 

Mr. Zwig: Yes. 

Mr. Shibley: There were three elements entering 
into a return. One being depreciation; second being builders 
profit, and the third being a fee on management. Those were the 
only possible sources. 

Mr. Zwig: That's right. 

My, Shibley: I go on then. The next page, on 
January 14, you set out projected costs. And the first item is 
construction costs, $1,400,000 at $24.00 lessy400,000 equals 
$33,200,000. So that was your projected cost of construction, then, 
of this building? 

Mx, Zwig: Yes, 


Smceennenarncnmnoirrsanarmmeryenae 


My. Shibley: And then you got your architects 


alent a 


fees in at $1,650,000. Land is Hydro, so you've got nothing. 
Petition allowance, there were to be none.-.it's open landscape. 
Leasing commission, there was no commissions payable. 


Mr. Zwig: That's right. 


RRR EEEINEU HE RRENRCRIIEN 


Mr. Shibley: I'm trying to speed you along by 
LLL LT NTS 


lseding you a little bit. Legal fees $150,000. Taxes during 


pes 6/73 
0:20 - 10: P 
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. 
Ot, Shibley) 
construction “Peecgei nothing, because again, therefore, the account 
of Hydro. Equipment and curtains. Were you expecting to have to 
curtain this building? 
: Mr. Zwig: Normally we either supply curtains or 
venetian blinds. This is one of our normal forms. 
| Mr. Shibley: Then, a contingency allowance of 

$800,000; and interest during construction <—.this is interim 
financing, is that cotrect? 
| Mr. Zwig: That's right. 

aber S vecchaehw 

Mr. Shibley: $3,200,000. For an overall cost 
of $9,000,000...you rounded it out to $39,000,000. Is that 


correct? 








ot iy enter 






Ne eatin Sams Aiea SOATEST 


memento 


Apemmteie:. January 14, 


the members to particularly note the construction costs as 


si 
45 


1972. I would ask 


computed, because I want you later, when I'm dealing with 
Hanseomb Roy, to relate these figures to certain of the figures 
“that are set out in their own calculations. Now then --- 
Mr. Bullbrook: Mr. Shibley, I take it that 


: WH 
{'m missing something that you are not missing. Why Less¥400, 000? 
| Mr, Shibley: I was just going to lead up to it. 


emma 





Mr, Bulibrook: Oh, I'm sorry. You were going 


POE EOI LEIS ALLE ALA EIT TION, 


to ask that? Okay. 
i Mr. Shibley: Would you please explain that? 


AA RR NENGL RASH ABERRANT 





Mr, Zwig: That was a Hpbi alle taal ac 


pring Asia FOALS RAEN ee LM 
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RH 
possible savings if we could pe ceateon construction method& 


which hadn't. been Peternined at the time this was made BD» It 





had to do with the substructure area and if certain methods 

were had been approved, We could have saved vile cene. We never 

pot. LnatiTar, 
Mr. Shibley: Then towarcs the bottom you have got: 
"Assumed projected costs, $39m million." 

That is in the overall inclusive of finance and architecturcl,y 

or what you might call desien cost... | ihe mortgage you were 


contemplating was $3° million with an actual cost of $36 million 


and you have got note of profit $3 million. Now what is that 





all about? 
hire, AWies 6 Well in working, up. .coLs sort of proposal, 
because the eae thiceti ace we had, although rusts enough to 
make a proposai, ay were still fairly hazy and we felt that 
we could go back once we got further along andyin conjunction 
with Hydro, effect certain savings Skeet Had that been the casex 
that would have resulted,in our view, we snould have pean able 
to pull three million dollars out of the job. 
| Mr. Shibley: Yes, £0 that even at your lower rental 
rate, as part of your submission which was, I believe--wait. 
You didn't give it as a rate. It was broken up later. 

Mr. éwig: No. We gave it as an annual figure. 

Mr. Shibley: Right. 

Mr. Zwig: Many times when a project of this size 
is being tendered, depending on the market, it is found that 
rather large savings can be effected gus feain, we just never 
got to the point where we had to prove that out. 

Mr. Shibley: In that ree connection, bres your 
submission was made, with the exception of one meeting in 
April that I will come to later, there was no follow-up with 
your firm? | 


Mr. Zwig: That's right. 


Mr. Shibley: All right. SMSKoetaay bna this would be 


an omen eee 
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a hoped-for profit cf $3 million, based upon construction costs, 
etc., as per the break-out above? 


Mr. Zwig: That's right. 





Mr. Shibley: There might be savings effected’ 





5 


>» Wig: That's right. 





Mr. Shibley: Now, then, you worked out the cost of 





the money below $39 million, 30 years at 8 5/8, to come up with 
your cost of financing, permanent financing! 

Mr. Zwig: That’s right. 

Mr. Shibley: If I could move forward from there 
again, it cect ens on 3 handwritten pages, page 1, 2 and 3, 
coming forward on the file, that you were given still furbher 
particulars respecting vertical transportation, etc. I am 
interested in the elevatoring. I notice that you also were 
contemplating 16 elevators; one freight elevator, one shuttle 
from the basement to the lobby, and one Lanigson conveyor. 
These were all part of your me proposal? 

Mr. Zwig: That's right. 

Mr. Shibley: And, again, the auditorium is mentioned 
and so on. I am not going to get into the detail with you, 
but in general terms Mr. Zwig, again, by the time you made your 
submission did you have sufficient gparticulars to come up & 
with a figure that you considered to be relatively firm? 

Mr. awig: Yes. We had enough experience to know 
that we can only be out a certain amount. 


Mr, Shiblpy: Yes. daei-fhen I want to come forward 
a eh LONELY COREE LAO LID 


to what I consider an important document of &m April 7, 1972: 





ae 
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"Further to today's meeting with Mr. Mink 
and yourself, we are prepared to accept the conditions set 
forth in your memo of February 9, and would confirm further 
that the rental for the entire building would be between 
$3.02 and $3.06 per square foot, the difference being accounted 
for in the amount of space Hydro might rent back to us." 
Now then, in that connection, the $3.02 figure would be for a 
financing of $39 million? 
Mr. Zwig: Correct. 


Mr. Shibley: At 8 5/8 percent. Is that correct? 





Mr. Zwig: Yes. That is correct. 





Mr. Shibley: And what you were in effect, saying 


is, on the basis of having to @® borrow $39 million to build 
this building, at that rate we will fund that portion of it 
with a rental to you of $3.02 and in addition, we want $1.40 
for malities maintenance on a base year of i971" 

Mr. Zwig: That's right. 

Mr. Shibley: So your proposal ef as of April 7 was 
for an overall of $4.42 in rental! 


Mr. Zwig: Yes. 





Mr. Shibley: I have one separate ss petitacs Neate Chairman 
which is on gm an altogether unrelated topic. I am going to 
the political contributions of Horizon. Unless people have 
any questions to put on this area, 

Mr. Bullbrook: I have some questions. I don't know 


SECON eM RBIS RIN RNIN NE Ai 


whether they are directly related to this area and you might be 





Mee woe 


going into it. One thing that I wanted to ask Mr, Zwig, one of 
the considerations of Hydro in deal ing with Canada Square Mr. 
twig. given to the Legisletupe as justification for dealing with 
Canada Square was the fact that they had undertaken to solely 
deal with this particular development. During the course of 
your negotiations with the representatives of Hydro, did they 
discuss that with you as a condition precedent to doing business 


with Horizon? 








= > S 
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Mr. Zwig: No. 


CNET IRE REN: EMER S ae 


Mr. Bullbrook: They at no time ever, 


emcee tenons mee Ta Se ERR 


Mr. Zwig: No. 





Mr, Bullbrook: pj. conveyed the thought to you that 





Horizon should only deal on this particular project at the time? 

Mr. Zwig: No. It was never raised. 

Mr. Chairman: Mr. Deans. 

Mr. Deans: Thank you. Mr. Zwig, during your 
ss, discussion with Hydro, were you ever made aware of the fact 
that they expected a building of the value of $34 a square foot? 

Mr, Zwig: No. They were certainly emphatic about 
the fact that they wanted a very fine building, and the 
specifications indicate that. 150 foot candles and some of the 
other specifications that they gave us really indicated what 
they expected, but it was never put interms of so many dollars 
a squage foot. 

Mr, Deans; Did they ever discuss with you that the 
building that you proposed was considerably less in cost than 
they were willing to pay? 

Mr, Zwig: No. 

en a 

Me. Deans: Did they ever discuss with you that the 


EE AHOLD ROR 


pbuilding that you proposed was of an dnferior quality to what 





they expected? 
Mr. Zwig: No. 





My, Deans: Would you be able to tell me what the 

cell aLiatateatin 
maintenance coat would be on & pase year, say of 1973% 
Has there been a drestic change? 

Mr, zwigt Yes, Labour costs, which are the biggest 
ingredient in maintaining & building, have gone up. Today, I 
would project about $1.60. 

Mp. Deans: About $1.60. If you were bidding today, 
$1.60 would likely be where you would be. This might be an 
unfair question, but can you think back to the time that you 


were dealing with Hy dro, MWére you satisfied with the way in which 
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you were treated in regard to the proposal that you made and 
the time given for the proposal to be put in and the treatment 
given to the proposal when Hydro got it? 
Mr, Zwig: Yes. I felt that we had been given 


whatever information we asked for and, as I indicated, at one 





stage we asked permission for one of our engineers to spend 
a couple of days or a day and a half with the Hydro people going 
over the original building plans and trying to get the sort of 
information that can only be secured by conversation, and I 


would say that we got all the cooperation we asked for. 


H 2158 follows 
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Mr, Deans: If you had been told that Hydro was 


considering no less than $34.00 a square foot what material changes 
would you have made in the proposal? Could you has have put 

more into the 
anything Bamieaigstex proposal to produce a better quality building 
4f you had been told that you had $34.00 a ww square foot to work 
with? 

Mr. Zwig: Oh, I dare say. 

Mr. Genest: Excuse me, Mr. Deans, could we make it 
clear that the $34.00 includes interim financing and architect's 
fees because there may be some confusion about that figure? 

Mr. Deans: No, I understand its yes. 

Mr. Shibdley: i think, perhaps, I'll have the clerk 
put before the witnest ye exnipit 67 so that he can have the 
schedule. It follows page 21 in front of him. Would you do that, 
please? 

Mr, Deans: Wa What I'm really asking, I suppose, {s 
would there have been a substantial change in the quality of 
the construction of the building if you had had $34.00 to work with? 
If you had been looking at a $45 million project as opposed to xk 
a total of $39 million project, or $36 million? 

Mr. Zwig: That's a difficult question to answer. 

If the end user of a building wants to have $10.00 marble instead 
of $8.00 marble, certainly this could increase the cost but 

that wouldn't ak make the building any more presentable, or any 
more valuable, or any better. 

Mr. Deans: Would it make 4t any more durable? 


Mr, Zwig: No. It's strictly a matter of individual 





preference because the durability of the materials would have & 
to be vetted by the architects who certainly wouldn't want to be 
associated with anything but the best for a building of this calibre 
and -@ggnee in view of the location of the building. T eould see 
some slight inerease but I'm in an embarrassing position because 


SSF 
I don't know what suenrererence? ) the people agg who make the 
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decision. I have wkkk built buildings for many important clients 
equally as important as Ontario Hydro,and built them at the cost 


that I presented to Ontario Hydro, and they seemed to be quite 


satisfied, 
iW CONMKLES, O LA, Qu ) 
Mr. Bulibrook: Could I ask yougtha question of the 
LL TET A Sea Reyne 
x 


cofollarys; your use of the word valuable is of great significance 
to us, at least to me, eas You said that if you put in $10.00 
marble the building wouldn't be any more valuable than if you 
put in $8.00 marble. Do I take it correctly from that that if you 
put in $8.00 marble the building wouldn't be any less valuable 
than if you put in $10.00 marble? 

Mr. Zwig: That's right. It's a matter of aesthetics, 
It's a matter of what appeals to the individual who is making 
the decision and, if any of you gentlemen have been involved in 
building a house where the wife has taken a liking to a certain 
material regardiessSrtether that material is as good as theone 
originally specified, that material is used. It doesn't necessari iim 
mean that the product is better. You're dealing in an area domed. 2) 
I wouldn't set myself up as a judge. . 

Mr, Bullbrook: I didn't intend to interrogate this ‘ 
witness on the question of appraised a value but I thought that 
the use of the word valuable was extremely germane and very 
interesting. 

Mr. Chairman: Mr. Allan, 

Mr. Maz Allan: Mr. Chairman, I just Rag have a 
couple of questions. I would like to ask Mr. Zwig if he had 
any doubt in his mind as to whether or not he could have completed 
the building within the time limit that was set by Hydro? 


Mr, Zwig: We've never missed a date yet in 20 years, 





Mr. Allan: I don't know whether you answered my 
ce TTI 

question or not] 
Mr. Zwig: I have no doubt at all that we would have 


finished it on time, Anything can be done with money. ‘ 
Mr. Bullbrook: { 


ae ace on That answers you. You should A Know} | 


\ 
t 
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} 


you were the Treasurer, 
Mr. Allan: The second question I had in mind and 


T don't know whether Mr. Zwig wants to answer this or not , 
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but I'm wondering whether in his financial analysis of the 
whole proposition what weight he gave to the benefit of the 
depreciation that @he would receive through the years on the 
building? 

Mr. Zwig: Frankly I'm not able to answer that 





because I don't get involved with that sort of detail. [I 

look to people in my office to give me those answers, but saffice 
@ to say that the figures were attractive and sufficiently 
attractive for us to put in a proposal and we would have been 
very happy to have been selected on this. 


tr 
Mr. Allan: What I had in mind was I'm not a tax 
& 








expert either, ¢ I would expect that depreciation 
would be allowed on this building, which would be peony 

Mr. Shibley: Putting it another way, in making 
your proposal, did you depend upon the ability to take 
depreciation to make an acceptable return to your firm? 

Mr. Zwig: Yes. 

eee 


Mr, Chairman: Mr. Newman. 





Mr. Deans: I do want to ask another question. 
ESTA aie 


Mr. Chairman: All right, Mr. Deans and then 





Mr. Renwick. 

Mr. Deans: Thank you. What was your general 
attitude towards the development of the commercial space at 
the corner of College and University? 

Mr. Zwig: We weren't overly en aeeee, ay we felt 
that it was a necessary pabt of the development and we also 
felt that if the commercial area didn't move immediately, it 
would certainly move once this building was occupied. 

Mr. Deans: You were s@tisfied the future prospects 


for it were reasonable? 


Mr. Zwig: Yes. 





Mr, Chairman: Mr. Renwick. 
CTE EEE 
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Mr. Renwick: Mr. Zwig, leaving aside entirely 
the Ontario Hydro head office building and the method by 
which they arranged for the construction of the building, 
as a general question related to your experience in the 
@i@mm field, is it possible to @m devise a system through an 
invitation to various developers to submit proposals which 
would have, sort of, the best of both duced That is, the 
benefit of the cost comparison on the traditional method 
of tendering for construction of buildings on the one hand 
and mmm what has been referred to as the entrepreneurial 


talent or imaginative content «am of the 





developer who makes a proposal, so that the personsmaking the 
decision can have a set of proposals from different developers 
in front of them and can then make a decision with respect to 
cost and quality where their judgement, always recognizing that 
there is a judgemental value in all of these things, where 
their judgement could be sound and valid. What would be the 
best way in which that could be accomplished? 

Mr. Zwig: Well, I think that a consulting firm or 





committee of consultants authorized to vet developer proposals 
might have smoothed things and majte it a little easier for 
the peoplem who eventually had to make the judgement. 
Mr, Renwick: To carry out the basic evaluation 
NATE NLAUEISET AD TATE.) 
ef each of the proposals and the comparisons Peg 


Mr, Zwig: Without going into it too deeply I think 





that there could have been a little more professional approach 
had a consulting organization or a team of consultants been 
given the job of evaluating the developer prepeseis vis other 
than that I think that developer proposals have proven to be 
the most efficient and most economical way to get things done, 
because not every developer_entrepreneur is ready every time 
to reach - to take a little extra risk. The wheel goes around 
and everyone reaches a point where they want a job very badly 
and they will do their utmost and you SO oes 

H-2160 to follow 
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Se 
the mm benefit of that, but 





in order to achieve that benefit I think that you must have 
professionals dealing with the caacen Sere ey eee pene in that 
regard I would suggest that a committee of professionals who 
have had experience with Gaya lopenapasuarly consulting 
engineers in the various fields. 

Mr. Renwick: hata take it <@m® that there would be 
no reason in your mind —_ properly carried out,a government 
body, responsible for the expenditure of public funds should 


not use the developer route for this kind of an operation. 





Thank you ,Mr. : wex Chairman. 

Mr. Chairman: I'd like to carry on from there if I 
it al Zwig. In regard to using public @ifunds with this 
design-build scheme, you have built a good number of buildings. 
Have many of those been under @ the developer proposal basis@ 
where you built for somebody else? 

Mr. Zwig: Well, we own all the buildings we built, 
but we have competed with other developers in presenting a 
proposal to, let us say the Prudential or the Travelpers people, 
and we were awarded the deal before ha set pen to PePeriee that 
the system m is exactly the same as has been carried out here, 
except that I think that we found ourselves dealing in a more 
@mme professional manner, that's all. 

Mr , Chairman: Well, the point I wanted to come around 
to eT ee of me disclosing your costs to the people you were 
building for. Now I gather in your case that hasn't been an 
issue. There has been no need to disclose your costs because 


you continued tog own. Is that correct? 


Mr. Zwig: No. We have disclosed costs because ay 





usually the people we built for have supplied et UPd 80 
they have asked for disclosure of cost. 
Mr. Chairman: And have you opened your makes books 


to them on all occasions? 
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Mr. Zwig: Wherever they have asked for it, yes. 
Not on all occasions, but wherever that was the understanding 


and undertaking, yes. 
Mr, Chairman: Well, canyou tell me, with the developer 
proposal basis across the industry, is it usual to disclose 


costs? 


Mr, Zwig: That depends on the terms of the deal. 





If that is made a part of the deal originally, yes. 
Mr. Chairman: Well that is what I was asking about 
Masual”? because here, as you know) “gumaiiae Canada square it is 
part of the deal that costs will not be disclosed and that is 
wondered what the usual practice was. 

Mr. Zwig: I don’t think the word usual‘! can be 
used pturs eoemee it depends on the way the deal was structured 
originally. In some cases a large institution for whom we have 
done most of our building will says tye don't care what the 
building costs you, all we are going to pay you is X dollars,” 
and that is the end of it. In other cases the deal is structured 
so that the rent is a direct result of guateee sre. 

Mr. Chairman: Each is POR een and you are not 
prepared to say whether more of them are on the basis of 
disclosure or less are on the basis of disclosure. 

Mr. Zwig: I really couldn't. Thinking, t'd say about 
hal? eek properties were done one way and half the other. 


Mr, Chairman: On this cae ad your proposal, were 





you prepared to disclose your costs? 

Mr. Zwig: Certainly. We use a general contractor. 
We do not build withg our own aalalciaeg that @® disclosure is a 
very simple matter. We just take the general contractor's 


documens and turn it over. 





Mr. Chairman: blade a was following up Mr. Renwick's 
line of questioning. That is what bothers pre Qken you use 
public funds and don't disclose. Now yee presumably, when it 


is a bid, the competition is what guarantees the fairness of it, 
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but when you select a person and... 

Mr. Zwig: Well, you could make that a condition, 
that the winning proposal will also have to make disclosures. 

Mr. Chairman: I have no further questions. 
Mr. William Hodgson. 

Mr, W. Hodgson: In that regard, Mr . Chairman, before 
we leave that, it would be much more difficult though to 


fn 0) wrest OH 
disclose costs. I wouldn't say more difficult, bu é 


bookkeeping involved, more opportunity to pad books and it 





6 
Tape H 2161 follows 





Sept. 6, 1973 
10.50-10.55 aom. 
M.F. 


H - 2161 - 1 


(Mr. W. Hodgson) 


Prsrevaws "9 


— ee a ee 





Tipe Say you use a general contractor, 
he puts in the price  <jus6GaA you can build up the cost quite a 
bit if you were going on cost, couldn't you, by disclosure in 
the books, if you are using your own forces? 


Mr. Zwig: Well again I think that experienced 





consulting people could very quickly identify any areas like that, 
because that is what they do for us when we are dealing with a 
general contractor. 

Mr. W. Hodgson: And have you ever had any ivamgneme 
experience where a building was appraised by qualified appraisers 
to get the true cost of the building? 

Mr. Zwig: No. 


SCSI ROOT IEA EO 


Mr. W. Hodgson: Do you think we could get a true cost 





of the building by qualified appraisers? 


Mr. Zwig: Well I don't know what you mean by true. 





Mr. W. Hodgson: Well, the cost, the cost of the building. 


Mr. Zwig: I'm really not able to answer that because 





I don't have any experience. 
Mr. Chairman: Have you any more questions, Mr. Shibley? 
Mr, Shibley: Yes. 


EISSN LITA) 


Mr, Genest: Mr. Chairman, may I ask that some questions, 





through you, be put to the witness? 
Mr, Chairman: All right. Have you got them theres or 
mom picE 21 IETS LEDS ARTES ST 


are you prepared to put them through me? 


MR. Genest: Well if I could just put them orally and 


ask if you would put them - I wonder if the witness might be asked 
what other projects were actively being pursued by him at the 


time of this proposal? 
At” 


3 
Mr. Chairman: Can youg% answer that aici MR. Zwig? 


SSAC ALA EU ISLE 


Were there any other projects that you were actively engaged 


in at the time? 
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Mr. Zwig: We were actively working on the Yonge- 
Eglinton project at the time we made this submission. 
Mr. Chairman: Any others? 


Mr. Zwig: And we were also working on the London projec 





Mr. Chairman: So this Hydro building, if you had 
received it, would not have been an exclusive object of your 
attention at that time? 

Mr. Zwig: No, it was never Suggested that it had to be. 

Mr. Shibley: @Would the fact that you were engaged in 
these other two projects have interfered or limited your firm in 
any way in meeting your obligations and the timetabie for the 
Hydro head office building? 

Mr. Zwig: No, because eeaeniwe use@ general contractors 
SO that we wouldn't be involved to that degree. 

Mr. Chairman: Anything else, Mr. Genest? 

Mr. Genest: Yes, sir, I wondered, Mr. Chairman, if the 
witness might be asked if the overall figures would include - I 
take it they would - a general contractor's profit? 

Mr. Chairman: Can you answer that, Mr. Zwig? 

Mr. Zwig: The answer is yes, 

eee 

Mr. Genest; And would the witness have obtained a firmp 
price from a general contractor early in the proceedings if he 
had been awarded the project? 

Mr. Zwig: We had been given an upper limit? 

smencetseactenene 

Mr. Shibley: You had been? 

Mr. Zwig: Yes, based on a Square footage basis. The 

nt v 
contractors we deal with are able to say We will guarantee to 
deliver the building at a price not to exceed X dollars ,'‘and 
that's why I refer you back to Oeaiiaiees that $3.million area 
which may or may not have been available to us, but certainly 
we knew where we were eoing, 

Mr. Shibley: Well then you are referring to your hand- 


(STON EO IES SUS 
written notes of January 14 where you put in the cost of 
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(Mr. ShHbley) 
construction at $33,200,000 with a possibility of it being 


done for three million less. Is that what you me telling us 
3 


that you have actually had discussion with general contragtors 





that gave you a price? 

Mr. Zitig: Yes. 

Mr. Shibley: And that that price was in the $30 million 
range? 

Mr. Zwig: Yes, 

Mr. Shibley: To build this building? 

Mr. Finlayson: To build his building. 

Mr. Shibley: I'm sorry, to build the building according 
to the specifications of the ftinit? 

Mr. Zwig: That's right. 

Mr. Shibley: Who was the architectural firm that you 
intended dealing with? 

Mr. Zwig: Page and Steele. 

Mr. Chairman: Anything else, Mr. Genest? 


Mr. Genest: That's all, Mr. Chairman, thank you very much, 





Mr. Shibley: Were the construction firms from whom you 
had elicited costs of constructing the building in the order of 
$30 million, wer"e they large and reputable? 

Mr. Zwig: I would say probably the largest ~ V.K. Mason. 

Mr, Shibley: So V.K. Mason were willing to build the 


building according to specifications provided to you by Hydro - 
I am talking only construction costs now - for $30 million? 
Mr, Zw§ig: Well $33 million was thei figure. 
Mr, Shibley: I see. You thought three million might be g===s4 


REPEATING DVIS OM ER SRN EE 


Mr. Zwig: We saw tt and again, from experience, had we 





been awarded the project we would have worked with the architect, 
That 
to try and achieve some saving. Xx is our business. 


Mr, Shibley” Now when you mentioned to the Chairman of 


RNR NST ETE 
this committee that youprere prepared to open your books of account 


pecccset pee 
war es ee 
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(Mx. Shibley) 
«ox Show them the pricing. If you had effected that $3 million 
saving, and the construction contract had come in at $30 million, 
that figure would have been made known to Ontario @ Hydro. Is 
that correct? 

Mr. Zwig: If that had been a condition of 
the awarding of the proposal. 

Mr. Shibley: And, with respect to this proposal, 





the amount of the permanent financing and the cost thereof, was 
part of what made up the rental rate. Is that correct? 

Mr. Zwig: That's right. 

Mr. Shibley: That's why you broke it out in 





your April letter. Is that correct? 
Mr. Zwig: That's right. 





Mr. Shibley: Soy that you were working on the 
basis that the rental rate would be governed by, in a chain 
reaction types thing, cost of the building $30 to $33 million, 
required to be fully funded by a mortgage in that amount at 
8 5/8? Maybe a little less if you could get it? ‘ 

Mr. Zwig: Right. 

Mr, Shibley: And the ocst of that money being 
$3.02, according to your April letter, on the basis of the plans 
and specifications you were given. 

Mr. Zwig: That's right. Also, I should add 

Siesta 
that in projects of this size there are always changes through 
the construction period. And again, from experience, it's not 
always feasible or possible to charge for those changes. 

Mr. Shibley: I understand. 

Mr. Zwig: Sog that we have to have some leeway. 

Mr. Shibley: Well, that's why you have your 


contingency allowance in here of $800 -—-- 


Mr. Zwig: No, the contingency allowance was 





for mistakes we make. 
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Mr. Shibley: Oh, I see. Well, you're one of ice 
few to admit to making mistakes, Mr. Zwig. More credit to you. 
But you say you could run into extras? 

Mr. Zwig: Yes. 


Mr. Hibley: With respect to the design and 





interim financing costs, they are a percentage factor of what 
is the total cost of the wm building. Is that not so? 


Mr. Zwig: Well, interim financing costs would 





be, but in a project of this size architectural fees would be 
fixed. 


Mr. Shibley: I see. I notice that you have an 





allowance in here for architectural fees of $1,650,000. 


Mr. Zwig: That includes all the consulting 





engineers. Mechanical, electrical, structural, acgoustic consultants. 
All the various professionals who would be required. 


Mr. Shibley: Do I take your last answer then to 





mean that in a project of this size, whether the project cost $30 
million or something more than $39 million, that that would be a 
fixed fee? 

Mr. Zwig: Yes. 





Mr. Genest: Mr. Shibley, I'm sorry. Mr. Chairman, 
a couple of more questions, if I may ask the witness to be asked. 

. At what stage -- well, let me put. it this way: would a firm price. 
contract with the general contractor be #mentered into prior to the 
. commencement of construction? 

Mr, Zwig: That would depend on when the drawings 

codeine 
were complete. We have worked with general contractors over the 
last 15 or 20 years, and in many cases construction has been 
underway for several months before a contract has been signed. 
And, as a matter of fact, I just signed one this past weekgon a 
project that's been underway for six or seven months. But we would 
give our undertaking and we would provide a bond or whatever was 
called for by Hydro, and that would be our responsibility, to BB e,we 


@ume that a contract was entered into. 


Sept. 6/73 
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Mr. Genest: What I'm just trying to get at, Mr. 
Chairman, again through you, approximately at what time in the 
construction —<-is it early or late in the construction processg~ 
that a firm price is arrived at with the general contractor? 

Mr. Zwig: Usually as soon as drawings are 
completed. That's the time “dmmannaiea determinant. 

Mr. Genest: hed ern firm price is 
established, would the general contractor expect to be paid 
for any extras put in admax after that price has been arrived 
at? 

Mr. Zwig: Yes. 

Mr. Deans: At whose expense? 

Mr. Zwig: Well, in the case of this proposal, 


2 
it would have been the developers expense. 
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Mr. Deans: So it would have made no difference whether 

the firm price is arrived at early or late because the total cost 

of the project was already ice 

Mr. Zwig: Yes. 

Mr. Deans: And it wouldn't have altered the total 
cost of the project? 

Mr. Zwig: No,~that's the risk the developer takes. 

Mr. Shibley: I don't know whether this is a fair 
question of yougy Did you get down to the selection of an engineering 
firm for the installation of mechanical work in the building? 

Mr. Zwig: Yes. 

Mr, Shibley: Who was to do it for you? 

Mr. Zwig: It was the firm of Granek and Chisvin who 
had done mechanical and electrical for some rather substantial 
buildings such as the Commerce Court development, the O'Keefe 
Centre and all our buildings. They've done KmaxWinnt pes large 
projects in Winnipeg. They'we done projects at Harvard University. 
and Weer fan have been building for about a year and a bitithe 
only electrical energy project in the city of Toronto other than 
Commerce Court. 

Mr. Shib ley: We've had some discussion before this 
committee as to the quality of the air conditioning and heating 
system, the mechanical installation that might &@ have been 
incorporated in the building by the various developers. Can you 
give the committee some indication of what was intended by your 
firm for this building? 

Mr. Zwig: One of the conditions laid down was that 
4t be heated with electricity as a source. As I just said, we 
are building a large,|close to twowmillion~smumees quaresfoot||project 
using that system and our consultants are the only consultants 


who've had real experience with that sort of sytem aad We would 
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have installed a system comparable to that in the Commerce Court 
development which is the latest System that our consultants have 
been able to devise. 

Mr, Shibley: Thank you. 

Mr. Chairman: Mr. Hodgson has indicated he has one 
further question. 

Mr. W. Hodgson: One question - you built the Travelers 
building? 

Mr. Zwig: Yes. 


Mr. W. Hodgson: What did that cost per square foot? 





Mr. Zwig: I'm embarrassed, I don't remember, I 
think the total cost was around $30.00 or maybe just a little under, | 
Mr. W. Hodgson: And that was built when? | 
Mr. Zwig: It was finished in i970,I believe. 
Mr. W. Hodgson: Construction costs wouldn't be k as 
high then as they are now? That's for sure. 
Mer , Zwig: No. 
Mr. W. Hodgson: Either material or labour? 
Mr. Zwig: No, construction costs today would be about 
10 per cent for certain materials, maybe 12 per cent higher, hat 
is, fontthis project, Pa between 10 and 12 per cent higher, | 
Mr. W. Hodgson: That's material? 
Mr. Zwig: That's the total. 
Mr, W. Hodgson: That's the total cost. Thank you. 
Mr. Bullbrook: What's your floor area at Travelers? 
Have you any idea? 
Mr. Zwig: The gross area is aboub £RxkX2xxxkRx 
nrc 
17,500 ~ 18,000 feet, 


Mr. Bullbrook: This would be about 40,000, 


row 





Mr. Zwig: Yes, well, thereg are pluses and minuses. 





This is a larger floor which is more economical in concrete. It 
@ 

also has large spans wnscl e-eertain extra costs but, on the 

whole, it would be a very economical structure because it's not 


a high structure. 
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Mr. Shibley: When you say economical you mean it 
would cost less per square foot to build than some buildings which 
are less economic? 
Mr, Zwig: It would cost less per square foot to 
STC 
build than a 17,000 foot floor. 
Mr. Shibley: Yes. 
Mr. Chairman: Mr. Glen Hodgson. 


odad 
Mr. &x R.G. Hodgson: Mr. Zwig,fthis electrical firm, 


engineering firm, do the Richardson building in Winnipeg? 


Mr. Zwig: Yes. 
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Mr. Chhirman: Mr. Deans. 
Mr. Deans: I just wanted to ask him —- do we have 
SSR 
anything on the record showing what kind of building you 
and design 
were proposing to build, the stylefof the building? 
0: 
Mr. Susbheyt, ey Zwig, your firm was never asked 


to submit drawings, is that not so? 


Mr. Zwig: That's right. ; 
eae 
Mr. Shibley: Remember the evidence is that they , 


were all told not to submit drawings but the only one that 
did was Canada Square. 
Mr. Zwig: We guggested that the calibre would be 
comemensn epee 
not less than the Travelers Buklding. 
Mr. Shibley: Yes, that's right. 


Mr. Zwig: To give some s& comparison, 





Mr. Chairman: Mr. Genest, 





Mr. Genest: I'm sorry to make such a nuisance 
IS 

of myself. 
Mr, Chairman: It's not your fault you getting 





these questions out of order. . 

Mr. Genest;: There are just two more, I think, ’ 
Mr, Chairman: May the witness be asked whether the source 
of gee financing, his funds, were Canadian or American? ; 

Mr. Zwig: They were Canadian dollars provided 

elicicionsaatenet 
by a life insurance company from their Canadian business. 1 

Mr. Shibley: So there would be no element of 
exchange risk involved in that planning? 

Mr, Zwig: Absolutely none. 

Mr. Genest: And the next question is the rate of 
$3.02, which I think is in the April 7th letter, $3.02 to 
$3.06 per square foot. On what is that based? Is that 
gross or net or rentable square foot .¢ 

Mr. Zwig: Basedon the American standard of 
measurement which is the bible for the rental fraternity. 


% 
Mr. Genest: Net. 
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Mr. Zwig: It's really not net but it's not 


gross either. 


Mr . Genest: Could we have that cleared up? 





Mr. Shibley: Let's put it this way. That was 
based on the rentable area. Is that right? 

Mr. Zwig: Yes. Site the meee Dasis is that used 

eine ce. 
by everyone in the development field. 

Mr. Shibley: For calculating rent. 

Mr. Zwig: For calculating rent. 

Mr. Shibley: So that pos 





Mr. Zwig: It's less than the gross area. 

Mr. Shibley: Yes. That's the space factor against 
which tenants are charged rent. 

Mr, Zwig: Right. 


Mr. Chairman: All right. I think we are prepared 





to move on to the other factor. 


Mr, Shibley: I only have one other subject to 





deal with. I'm producing to you a statement of your political 
contributions during the period 1970 to 1972, and ask that 
you confirm these to be such and make that the next exhibit, 
Mr. Chairman. 
These are the correct figures, are they, Mr. wig? 
Mr. Zwig: Yes. 
Mr. Chairman: Exhbbit 227. I'm embarrassed to have 





to ask you this, at least, I, a8 Seem chairman, in a sense am 
but at the same time and because of the nature of what we are 
investigating I think it's reasonable that we should ask and you 
should produce. 


Mr. Shibley: Now, Mr. Zwig, dealing with the 





Congoralire 
contributions to the Ontario Progressive Party, that's the 
1971 item of $20,000 and the 1972 item, gat the bottom, of 
$7,500; Do I understand that in total this was $27,500 and 


related to a pledge of that sum? 


H-2164 - 3 September 6,1973 


11.05 Vi 11.10 aoM,. 


MOR. 

Mr. Zwig: Yes. That was at the time of the 
election. 

Mr. Shibley: Yes, So that although the $7,500 
was paid in 1972, it was part of a total pledge of $27,500 
made at or about the time of the fall election in 1971. 

Is that correct? 

Mr. Zwig: Yes, that's right. 

Mr. Shibley: And then similarly with respect to 
the two items for the Federal Liberal Party in 1972 of $5,000 


to the party and $1,000 to one candidate, Was that related 
to the 





# federal election of that year? 
Mr. Zwig: Yes. 





Mr, Shibley: I have no fuvtnes questions to ask 
of the witness, Mr. Chairman. 

Mr. Chairman: Any S@em other questions? 

Mr. Gaunt: Mr. Chairman, I have a couple of 
questions 1f you don't mind. First of all, Mr. Zwig, is it 
fair to ask you with regard to your political donations - 
was the donation in 1971] cummpemsies collected in person or how 
was the means of transmittal? Is that a fair question? 


Mr. Chairman: I don't know whether it is a fair 
PNET ARATE RTE ER OY NL 


question, Mr. Gaunt. I don't know what you have in mind... 






on this hearing or not. 


Mr, Gaunt: Well, I'm not going to press it, 


Mr. Chairman, because maybe it pos 


Mr. Deans: Well, Bill DAvis didn't drop by and 
Spree ae RRR TRE SPN ISTY 
pick it up, did he? 


Mr, Gaunt: It was a matter of interest. I'll 





have to consider whether it has any pertinence to the hearing 
or not. I'll consider that over the lunch hour. 

The other question — I was wondering and I think 
Mr, Zwig touched on it in one of his sd did you at 


any time during the course of your negotiations with Ontario 


Hydro P H-2165 to follow 
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Ontasiertoteees have the impression or the feeling that your 
submission wasn't being considerdd fairly, or that Canada 
Square had an inside track @ on the deal? 


Mr. Zwig: No. We had all the cooperation that we 





solicited and I felt that if we wanted more information we 
would have had it. 

Mr. Gaunt: So that at no time could you have asked 
for more cooperation from Ontario Hydro. What you asked for 
you got. 

Mr. Zwig: That's right. 

Mr. Gaunt: And the fact that you didn't know certain 
things that were being made available to other Aditaters Sacto the 
evidence shows to Canada Square, that was never really jams part 
of your information and so you weren't concerned about it? 


Mr. Zwig: Well, I would have been concerned. We 





Besar lot of money putting together these fae proposals and 
I certainly wouldn't have gone to the trouble to arrange 
financing. Every time you arrange financing it is one time 
less you can do it for another project and we were fully under 
the impression that our proposal was being considered, and I'd 
like to think that gam: every time I make a proposal I win, 
put unfortunately that doesn't happen. 

Mr. Chairman: hee tie @ Zwig, thank you very much 
for your assistance to us this morning. You have been most 
heipful, and as you know, we had planned to visit your 
Travelger|s puiliding and view itg. I apologize for the Gm fact 
that we did not get there. I am not going to suggest that we 
will still have time to do it but some of us may decide to take 
a look at it personally. 

Mr, Zwig: Well, they all had new uniforms last week. 

Mr, Chairman: I thank you for your willingness to 
receive us and your help today. Thank you very much. We will 


have a recess for 10 minutes if we may, ti11 i. Oh 2 
Tape H 2166 follows 
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The committee resumed at 11:30 o'clock, a.m, 


Mr. Chairman: Ladies and gentlemen, I call the 
SR TT END NTA ETO ET ENO TEI, 


meeting back to order. Mr. Johnson, welcome back. You've already 





been sworn and I see Mr. Garrow is there to represent your interest; 
I would ask Mr. Shibley to proceed, 

Mr. Shibley: I will ask the clerk to present to the 
witness the A.E. Ames file which is in exhibit. 

Mr. Chairman: This is already in exhibit. 

Mr. Shibley: Yes, I think it's exhibit 223, It's the 
whole file. Mr. Johnson, you've already identified yourself as 
being associated with Ames & Company and being the person having 
had most to do with Mr. Moog in connection with the permanent 
financing. If all the members have the Ames file in front of 
them I would just like to go through some of the documentation 
with Mr. Johnson. 

I note that the first communication in connection 
with the Hydro building was in October of 1971. Is that correct? 

Mr. Johnson: At that time I had no idea it was for 
Ontario Hydro. 

Mr. Shibley: I understand. You didn't - you were not 


(ataaiiaieeaitantea alan 








appraised of that fact until the following year. Is that correct? 


Mr, Johnson: That would be correct. 





Mr. Shibley: There ‘wéwe really a series of two 


attendances which were itecrinkas. one in the fall of 1971, 
commencing on October 29,,and another one starting on July 25, 1972, 
There was some interruption between the two. Is that correct? 

Mr. Johnson: They were the significant meetings that 


anere 


we had, or conversations that we had. 


Ln rere 





Mr. Shibley: Right. Dealing with page one of this 


wre 








brief, it's indicated that on October 25 Mr. Moog was sax seeking 
Meee /Fibvidd ne of $50 million and referenced the OISE lease as being 
tantamount Sse ontne iat guarantee. He arrangdd $20 million, the 
balance of $30 million to be raised in Canada, or asked for your 


opinion as to the rate at wgdds which that balance might be raised 
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(Mr, Shibley) 
in Canada. Do I take it that what Mr. Moog was then seeking from 
you Sg-aSsistance in raising $30gmiliion to supplement $20 million 
he expected to raise in Switzerland? 
Mr. Johnson: No. 
Mr. Shibley: What was the situation? 
Mr. Johnson: He was asking our opinion of the rate. 
Mr. Shibley: Of what? 


erin 


Mr. Johnson: He thought he could raise $20 million 





to complement the $20 million. 

Mr, Shibley: He wasn't asking you to get the money 
but just getting your opinion as to rate? 

Mr. Johnson: @e He was not, no. 


Mr. Shibley: And in respect of the rate, the next 





paragraph is 4nformative. You said: 

"T had discussions with am MJB", that's Mr, Biddington, 
"and RAG", that's Mr. QQ Gunn, ea 

Mr, Johnson: Gunn, yes. 


Mr. Shibley: "of your bond department." Is that right? 








Mr, Johnson: There were two. 

Mr. Shibley: Yes. 

Mr, Johnson: ‘They're vice-presidents of Ames & CO. 

Mr, Shibley: And would you tell the committee what 
information you received from them and passed on to Mx, Moog. 

Mr. Johnson: Mr. Moog asked me a question of what 
we thought the rate would be and in discussing with those two 
people we felt that that rate would be something in the order of 
one-half per cent to § three-quarters per cent above the current 
Province of Ontario rate. WE therefore told him that in the 
current market the rate would be between eight and eight and SRC 
one-quarter per cent. I presume from that, although this memo 
doesn't show it, that the Province of Ontario bonds were trading 


publicly at about seven and one-half per cent. 


Mr. Shibley: I see. So the rate that was being 
cree SORRELL ES 
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(Mr, Shibley) 
quoted was in relation to the Province of Ontario bond rate? 
Mr. Johnson: That's correct. 
Mr. Shibley: And why would you adopt that approach 
to providing him with a rate? 
Mr. Johnson: He had told me that it would be effectiy 
a provincial guarantee, 
Mr. Shibley: All right. Then, if we may go on, you 


got a note: 


6 


ec 
"He will now enter into final negowations with the 


Consummale 
province to wemaamebe-their offer to lease, am@@—wisbi—edseice—ebtber 


QB e+ = oo Weisser eee toe ore ee a a at x rf “ROS tee ew en SS ava ~ eo om ti lap bo 
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peas — will advise within the next couple of weeks 
lAoSe. 


what the results of the-prapesed negotiations are."xW 


Would you tell us, please what Mr. Moog said in that connection? 


Mr. Johnson: I am sorry, Mr . Shibley, I can't 





remember what he said. All I can say is ‘images 
I used to @e describe it in my file so I just have no 
recollection at all of what he said. 

Mr. Shibley: From those words Mr. Johnson, are 
we to infer that Mr. Moog jin his turn, said enough to you to 
make you think that he was expecting a decision to be made by 
whoever was going to build this project within the mex next 
few weeks, and that that decision would relate to his selection 
as the developer for the project? 

Mr, Johnson: I would assume that he had told me that 
he was negotiating and hoped to have a decision in the near 
future. 

Mr. Shibley: Yes. I won't pursue it. Now then, 
the next thing; 6n page 2 are some handwritten notes of ymin 
yours » a pages 2 and 3. On page 3 there is a computation of 
a return of approximately 20 GREXEER percent. Now, in general 
terms, what were you doing on pages2, 3 and 4 of this brief? 

Mr. Johnson: Well you asked me the other a day when 
these were done. Now having had a chance to look at them, they 
would have been done at a very similar time to the memo being 
written gn October, 1971. 

Mr. Shibley: Right. 

Mr , Johnson; It was my attempt for my own anformation, 
to try to calculate how you could put together a 15-year term 
loan with a 30-year fully amortized loan and make it work out. 

Mr, Shibley: Yes. And you were also Sikmadeeax, 
calculating the return to the lending institution that was being 
asked to supplement. No? 

Mr, Johnson: Nobody was being asked anything. 





Mr, Shibley: You were calculating the return\\ I am sorry. 
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You were calculating the £ return to the lending insti tubmgion 
on the balance of $30 million and the obligation to pick up 
the first 20 after 15 years, or whatever was left of the 
principal amount / 

Mr. Johnson: No, 

Mr. Shibley: ‘Wag What is this then? 

Mr. Johnson: At that time I was told there was a 
$20 million, 15-year term loan. 

Mr. Shibley: Yes. 

Mr. Johnsonk&: And the suggestion » the question WAS 
‘Gould you raise $30 million in the Canadian market place, or in 
Canadian dollars, to complement that, to raise a total of $50 
million? I was trying to understand through these calculations 
how you could put those twoloans together and have them work 
out, based on a repayment Bangs & rental rate from the province 
of Ontario. 

Mr. Shibley: I ge8. And then,on what I have marked 
the Ath page, "Offer probably very early in January", what do 
you mean by that? 
gy Mr. Johnson: Well, it probably means that if a 
transaction is consummated,that is when it would possibly be 
offered. 

Mr. Shibley: I see. I'd like to move -~ did you then 
have any further discussion with Mr. Moog in October or even 
early November of 19718, and prior to July 25 of 1972, referable 
to this project? 

Mr. Johnson: There was no conversation that I 

ape my file but I just can't recall whether -~ I am certa 
I talked to him at some HeR point during that period. 

Mr. Shibley: Did you ever discuss the Prudential 
Insurance Company with Mr. Moog in 1971? 

Mr. Johnson: I wouldn't think so, 

Mr, Shibley: Were your discussions with him referable 
to Prudential all subsequent in point of time to July 25, 1972? 
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Mr. Johnson: Yes. 

Mr. Shibley: May we go on then’ The next document 
on page 6, £ my memory is that this was information provided 
to you by Mr. Moog in part at least. Is that correct? 

Mr. Johnson: This is the memo dated July 25? 

Mr. Shibley: Yes. 


Mr. Johnson: I am sorry, my page isn't numbered. 
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(Mr. Shibley 

sity, Shiney, cme TR CA WZNKAOT Gun Quin 

<oTtt is. ama On for four pages, I think. And if 
es 


you will just tell us what this is all about. First of all, it 





was a telephone call from Mr. Moog. Is that correct? 

Mr. Johnson: It appears so, yes. 

Mr. Shibley: And then you also had a meeting 
with him? 

Mr. Johnson: I could have had. 

Mr. Shibley: And what did he tell you in the 
course of those discussions? 

Mr. Johnson: Well, he has suggestemg here that 
it might be possible, would it be possible I'll go on to say 
th Weare conjecturing here q@i@eemk how this could be financed. 
To borrow $20 million in Swiss frances one year and $20 million in 
Swiss francs in a subsequent year, the second year, gnd attempt 
to find someone who would accept ee 5-year term loans. And 
grant a conventional 30-year fully amortized loan in the same 
amount. 

Mr. Shibley: Mr. Johnson, did Mr. Moog tell 
you that he had arranged this type of financing with a major 
Swiss bank? 


Mr. Johnson: I believe he said it was a major 


Aare 





Swiss bank, yes. 
Mr. Shibley: And did he tell you that he had 
ieee 

arranged it? 


Mr. Johnson: At this time I am almost positive 





that he said it maybe possible to arrange the second $20 million. 

Mr. Shibley: Did he subsequently tell you that 
he had firmed that up? 

Mr. Johnson: Not that I recall. 

Mr. Shibley: But, in any event, the bank that he 
was referencing was a major Swiss bank? 

Mr. Johnson: That was, I believe, the expression 


es ne a Yess ors A 
that was used. 
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Mr. Shibley: All right. Would you carry on, 
please? 

Mr. Johnson: Well, these are notes gsuggesting 
that the Swiss francs be lent to some major institution, lending 
institution. For example, Sun Life. It would be their responsibility 
for taking the risk of collecting the loan. There would be no 
exchange risk. And then the calculations go on to say that if 
this was worked out, there would be Pe per cent balloon at the 
‘end of the 15th year. And he would Like to amortize it over 30 
years ands on. 

Mr, Shibley: You can leave that whole set of 
documents now and go to the next one, which is another set of 
documents dated -- I think you told me this was sometime between 
July 25th to July 28¢ 

Mr. Johnson: That's correct. 

Mr . Mr. Shibley: Enumerated 1, 2, 3, 4, 5. And I'm 
only interested, acain| Fel the fatun first two paragraphs explain 
the basic transaction. Is that correct? ‘Borrow the equivalent of 
$40 million Canadian in Swiss on a 15-year term at 6 1/23 in return 
& for supplying this money to a Canadian institution, obtain it 
for a mortgage commitment for $40 million. That was the basic 
thing that was under guaxak consideration? 

Mr. Johnson: Yes, 

Mr. Shibley: And then on the next page, you're 
~ gomputing what? Just looking at the last figure, ‘interest return 
for 15 yearss what's that? 

Mr. Johnson: Well, I presume that's my calculation 
of the potential return to the lender for the L6th to 30th years, of 
a loan that was structured in this manner. 


My, Shibley: This would be based on that lender 





receiving one per cent on the whole of the loan during the first 


15 years? 
Mr. Johnson: No. 


——— inant 
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Mr. Shibley: No? So, this is a return to the 
lender just for taking up the commitment for the balance of the 
term? 

Mr. Johnson: No, no. He would be paid a rate |. j 
at the proposal herby jipwould be paid a rate one per cent 


higher than the rate applicable to the funds he was borrowing. 
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Mr. Shibley: From? 

Mr. Johnson: From a Swiss bank. 

Mr, Shibley: Yes. So that the lending institution 
that was}/Mr . Bradshaw called it doing a wrap-around deal|,_/ 
would realize an effective rate of 13 per cent? On this calculation? 

Mr, Johnson: On this calculation, yes, that's right. 

Mr, Shibley: You made other calculations based 
on different assumptions. I see ten and a half per cent and 
so on and I think we can leave that document. I just wanted 
to demonstrate to the committee what was in your mind seat the 
next document July 28, you made an approach to the Metropolitan 
Life wherein you say ‘hey go straight but for 30 years = 
straight something for 30 years at nine and a half to nine 
and three-quarters." Would you explain that, p#ease? 

Mr, Johnson: Yes. It's notes of a telephone call. 
Where I asked Metropolitan Life if they would have any interest 
in berrowing $40 million in Swiss Francs and lending against 


4t $40 million Car” - lars fully amortized over 30 years. 
Their off* ge|-br officer told me|-bhat they were 
ne > i uncommitted cash flows that they 
' for. 
s ey had changed their investment 
~ down the average term of 
St . 30.year loan, which was against 


s 


their investment policy basically Seg? that it contained no 
inflation hedge, they would want a rate of nine and a half to 
nine and three-quarters. 

Mr. Shibley: Right. And then the next page 
appears to be another turndown from the Sun Life. Is that 


corredt? 


Mr, Johnson: No, I think turndown is the wrong 
ie salcateaaiete cheese ator> 


word. 


H-2169 - 2 September 6,1973 
11.45 bee 11.50 aom. 
M.R. 


Mr. Shibley: I'm sorry. 

Mr. Johnson: These were telephone calls which 
were done|{exploratory calls. 

Mr. Shibley: Yes, MI understand. 

Mr. Johnson; It wasy@ no-names basis. I at no 
point mentioned Mr. Moog. I at no point mentioned Ontario 
Hydro or the Province of Ontario. We were asking if this kind 
of a transaction would be of any interest to them,and in that 
respect it was a turndown. 

Mr. Shibley: All right. 

Mr. Bullbrook: I have one question before we 
leave that. 

Mr. Chairman: Mr. Bullbrook. 

Mr. Bullbrook;: It goes back a step. Is my memory 
correct that Mr. Zwig dealt with Metropolitan? Wasn't that his 
evidence? 

Mr. Shibley: Yes. 

Mr. Bullbrook: gins there any discussion as to 
Metropolitan ’gs @& equity participation at all? In your 
discussion with Metropolitan? 

: Mr. Johnson: My discussions with Metropolitan 
weren't on any firm basis. It was Simply - there was no offer 
made to Metropolitan really. 

Mr. Renwick: Mr. Chairman dang 


Me, Chairman: Mr. Renwick. 





Mr. Renwick: I have two questions; one just to 
clarify that: When you said you spoke to Sun Life, of course 
a» 
that is the Canadian institution met the Metropolitan, would 
you have been speaking to New York or Aunncny 
Mr. Johnson: Yes. 
i aiihlenaianemnineneeainiat mma 


Mr. Renwick: Not to the Canadian investment office? 





Mr, Johnson: That's correct. 


Mr. Renwick: Could you tell me weeg from your 
PP 





SAD OESS PRA SH AREP SN you would expect a large insurance company 


such as the Sun or the Met or Prudential or any of the large ones 
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(Mr. Renwick) 


ox medium large ones to be interested in such a transaction? 





Mr. Johnson: No. 


Mr. Renwick: In other words, your experience would 


be that the policy of -meuanaage. 





ef that kind of insurance 
company is not to engage in the financial markets but to put 
out,at good investment, the monies which they receive from 
their policyholders}; that that is their major purpose? 

Mr. Johnson: That's correct. 

Mr. Shibley: Let me go to the next document which 
is dated August 4, 1972. Would you please first tell us how 
you came to be in communication with anyone on behalf of 
Canada Square on that day? 


Mr. Johnson: Well, I had a telephone call. 





Mr. Shibley: Did ‘agax® you d., 





Mr. Johnson: A conversation. 





Mr. Shibley: Did you make the call? 


Mr. Johnson: I don't recall. 


Mr. Shibley: I see. 





Mr. Johnson: With Mr. Bradshaw. I suspect the 


prime subject of the call was not Canaceoomguere Dec 
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Canada Square, because we were dealing on another subject at 
that moment. Either he or I brought it up, I don't know which, 
and he advised me that Hydro were doing the financing in Swiss 
francs now, ‘fhat apparently governmental regulation or 
exchange control regulations}in Switzerland only permitted the 
Swiss to lend to one borrower once every three years and 
therefore there was no money for Mr, Moog in Switzerland, 

Mr, Shibley: Had you spoken to Mr. Moog about the 
same subject before or at this time? 

Mr. Johnson; No. 

Mr. Shibldy: Did you attempt to reach Mr. Moog# 
at that time? 

Mr. Johnson: I don't recall. 


ee 
Mr. Shibley: I see, All right, will you carry on. 


Did you discuss this with him later? 

Mr. Johnson: I, would rather doubt it, although I 
don't recall that. 

Mr. Shibley: Okay, Would you carry on please? 

Mr. Johnson: Well, the rest of the conversation is 
that Mr. Bradshaw... 

Mr. Shibley: What does it mean, "Will leave in 
abeyance for the time being"? 

Mr. Johnson: Well, Mr. Bradshaw said, Sfon't worry 
about it, don't do anything, * I think I advised him I was 
leaving on a vacation that day, Ana the next one is just a note 
that suggests that if he wanted any morepie or Mr. Moog wanted 
the informations~they should contact Mr, Bellamy or Mr. Davies. 

My. Shibley: Did you get any indication as to when 
in the interval between July 25, 1972, when you were first asked 
to consider the & 40 million Swiss funding, and August 4 when 
you were told that because of Hydro getting monies, there was 
no money for Moog, did you get any indication as to when that 
information was known to the Canada Square organization? 


Mr, Johnson: No, 
SORENTO SRE? 


‘ 


, 
' 


1 
’ 
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Mr, Shibley: In any event, the first notification 
to you was in the course of this conversation with Mr. Bradshaw 
and «gg it may only have been incidental to another discussion 
you had with him on that day. 


Mr. Johnson: That is correct. 


Mr, Shibley: All right. Now Shen, the bottom has to 
@ 





do WARE ee August 2958 discussion with Mr. Bradshaw? 
Mr. Johnson: Yes. 
Mr, Shibley: And talking about dealing with Equitable. 
Mr. Johnson: No. Exeuse me. That is conjecture on 
my part. | 


Mr. Shibley: Okay. Thank you. And would you carry 
on. 

Mr. Johnson: He mentioned that Mr. Moog was now 
negotiating with a major U.S. Pern My conjecture “probably 
Equitable,” Ana the problems that they were having ae that 
Equitable wanted to egg commit immediately or the rate was going 
to be quite wart So that 4agggoeedier-their policy at that moment 
was not to invest in as good a quality credit as there was in 
this lease. They were looking for lower credit, highér rate 


transactions. 


Mr. Shibley: Now just again in that connection, I 





notice the words "Higher rate than Ontario deserves". Was the 
thinking then being equated with what the rate should be for the 
province of Ontario? 

Mr. Johnson: That is a very fine line. 

Mr. Shibley: pet am thinking back on your earlier 
evidence that because of the provincial guarantee that the ratep 
should only be somewhat higher than the provincial rateg. 


Mr, Johnson: I don't recall. 





Mr, Shibley: When it gp says, "Higher g rate than 





Ontario deserves", isn't that what that means? 


Mr, Johnson: No, 





- 
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Mr. Shibley: If you are not prepared to pay a high-- 
Moog wasn't prepared to pay high interest rates to Equitable, 
having regard for the covenant involved, really. 

Mr. Johnson: Well, I think sm what that is saying 
is that Equitable were unwilling to commit at a rate which 
this kind of credit deserved, 

Mr. Shibley: Yes. And the kind of credit you are 
talking about was a credit that was comp#rable to the province 
of Ontario. 

Mr. Johnson: Yes. 

Mr. Shibley: All right. We go on with the next 
wi page. Have you been able to identify the timing of this 
document? 

Mr. Johnson: No. 

Mr, Shibley: You earlier indicated it was during 
the week ending September 22, @B as your best recollection, and 
that it was the result of a meeting with Moog. 

Mr. Johnson: That is correct. 

Mr. Shibley: hae that still your best estimate 
of the timing? 

Mr, Johnson: Yes. 

Mr. Shibley: hehe notice that you are still talking 
$50 million at this time, 

Mr. Johnson: That is correct, 

Mr, Shibley: And the rate you are talking is 8 perg 


cent. Was it 8 per cent or was it 8 per cent or better? 


Mr. Johnson: I am sure it was 8 per cent or belles 


RT ae SKE? 
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Mr. Shibley: Eight per cent or better was the rate you 


were discussing on Septmmber 22nd, or during the week endi ng 
September 22nd. Now this, I take it, was at a point of fins 
wim: when you were no longer considering Swiss funds but rather 
doing what you call a straight deal? 

Mr. Johnson: That's correct. 

Mr. Shibley: And I notice going down this document it 
says: "Ontario Hydro-document now says 80, may be some question”. 
What is that all about? 

Mr. Johnson: I believe that is a discussion of the high 
credit lease. 


Mr, Shibley: And when you say a high credit lease, did 





that in any way relkte to a provincial guarantee being included 
in the documentation? 


Mr. Johnson: No. fo define high credit lease, this is a 





lease in which - I guess conventionally referred to as a net—net 
lease -— but Hydro would continue, or would agree to pay rentals 
in an amount required to finance the building. I guess, agree 
to pay them in all circumstances really. 

Mr. Shibley: All right. Coming down it BAyeS Uh 
guarantee - make gpayments in U.S. dollar". What does that mean? 


Mr. Johnson: That meant that there was provision for 





exgchange protection. 
eee 


Mr. Shibley: I see. And then “can't go above eight per 
? 





cent". Was there any reason why that position was taken? 


Mr. Johnson: My recollection of it was that I was told 





that aNy costs above eight per cent were for the account of the 
developer and therefore the rate couldn't go higher than eight 
per cent. 


Mr. Shibley: I see. Well then the next document is a 
al 
? 
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document prepared by you on September 22nd outlining terms 

or certain information, the last line of which says, “financing 
$50 million fully amortized", Was Mr, Moog still talking $50 
MAL ALSH. Coen on that day? 

Mr. Johnson: Yes, I would assume so. 

Mr. Shibley: Now you went to New York on the 25th of 
September? 

Mr. Johnson: Yes, 

Mr, Shibley: And you met with both Metropolitan Life 
and the Prudential on that occasion? 

Mr. Johnson: That's correct. 

Mr. Shibley: Was this the first communication with the 
Prudential? 

Mr. Johnson: Yes. Eacuse me, the first communication 
would have been when the appointment was arranged, the day before 
or two days before. 

Mr. Shibley: Yes, Referable to this transaction and 
aside from making the appointment to see them, this was the first 
time the Prudential was brought into the Hydro matter? 

Mr. Johnson: Yes. 

Mr. Shibley: Did you now know what project Mr. Moog was 
talking about? b 


Mr. Johnson: Yes, 


Mr. Shibley: And was this the first meeting at which the 





Prudential was made aware of the Hydro project? 


Mr. Johnson: Yes, f{ am sorry, I will qualify that. 


made them 
The first meeting at which We iiiiiinewer. aware of the Hydro 


project. I don't think they knew of it before, 
Mr. Shibley: YOu don't think they were what? 


Mr. Jehnson: I don't think they knew of it before. 
Se ereeereerees , Johnson 


Mr. Chairman: That was the first meetin Mr “ia 
ee el 


made them aware of it, 
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Mr. Shibley: But I thought your answer was you didn't —<— 
from the content of that meeting did it appear that they had 
been aware of this transaction from any other source? 

Mr. Johnson: No. Aes 

Mr. Shibley: You poaeaiy Cooke introducing the 
transaction to Prudential? 

Mr. Johnson: That's correct. 

Mr. Shibley: And as far as Ames is concerned, is it 
still your view that your firm,and your firm along, introduced 
this transaction to Sm Canada Square-—-I am sorry-=—is it 
still your position that Ames, and Ames alone, established 
communication between the Prudential and Canada Square? 

Mr. Johnson: Yes. 

Mr, Shibley: Then if we may go to the next document, 
Septem ber eee 

Nea 


Mr. Renwick: Mr.Shibley, may I ask what was the point 


of that last question? 
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Mr, Shibley: The point of the last question was that 
so far as Ames are concerned they, and they alone, introduced 
Canada Square to the Prudential or the Prudential to Canada Square, 
Mr. Renwick: Because of the reference that had been 
earlier made, I think, by Mr. Moog that it may have been through 


Equitable? 
Mr. Shibley: No, I think the relevance will become 
apparent later on. It goes with a couple of questions. 


Mr. Renwick: Thank you, 
ee TE TT 


vO. 
Mr. Shibley: Then on Wagimi September 29, 1972 document, 
"@ call from Lynn", That's Lynn Goth who is the president of 


Ames in New York. Is that eorrect? 
Mr. Johnson: That's correct, 
REO a Bs ee rapa TOI MEME MESSE ED HL 88509, 


Mr, Shibley: And he's reporting back to you certain 
information. Would you go through that with us please? 

Mr, @ Johnson: This is “hotes of a phone call he'd 
received from Prudential, saying that they had an interest ad 


and the basic terms would be those set forth here the question 


J 
about the legality of the transaction, the investment legality 


" AO? 
of it, excuse BP saves Boing to be one in which they could invest ; 


their funds, 


Mr. Shibley: As a life company? 


Satara ee er ted 


Mr. Johnson: Excuse me? 


AAO LENG AB Se cana aren he Use 


Mr. Shibley: Would it be @ legal for a life company? 


ALOE SRT et amt: ans : 
Mr. Johnson: That's correct, for them in particular, 
peeiennemminneniee ed 
If the credit was unquestionable they would like it guaranteed 
yor at th, ar 
by the province, \g their rate was eight per cent they wanted 
A 


a 15-year yf 


eee 
the rate is put opposite the guarantee by the province. Are we 


Mr. Shibley: Before you pass ay, Again, I notice 


into a situation where the rate # again is being related to the 


fact that a provincial guarantee was being provided? 


On 
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Mr. Johnson: First @mpk° all, I believe my recollection 
of the meeting with Prudential was fmm that there would not be a 
provincial guarantee. They came back and said they wanted the 
loan guaranteed by theprovince and their reason for it was that 
they had no criteria against which to judge the credit of Ontario 
Hydro. 

Mr. Shibley: I see, all right. Would you carry on, 
please? 

Mr. Johnson: They wanted a 15-year non-call protection. 

eas per annum 

They wanted a half of one per gent/comn) tment fee payable. They 
wanted to getmw their funds invested as soon as possible and & the 
next item is a couple of suggestions of theirs as to how to get 
this money invested before the building was completed. They 
suggested possibly it could be ient to them against a letter of 
credit from a chartered bank in Canada or, conversely, could be 
lent directly to Hydro, or invested in short-term Hydro notes. 


a 
Mr, Shibley: Just before you go on, to your knowlege 





or in terms of your own information, was that type of thinking 
ever implemented? 
Mr. Johnson: No. 


SEE ST 


Mr. Shibley: And so far as the ultimate arrangement 
4s concerned, do you know, or have any information as to any 
arrangement respecting the use of those funds during the period 
when the final completion loan is advanced? 

Mr. Johnson: Ali I can refer you to, Mr. Shibley, 
4s their commitment letter dated December ai wneen says that 
delivery is scheduled in 1975. To the best of my knowledge the 
funds will remain in the possession of Prudential Insurance until 
that time. 


Mr. Shibley: That's all I wanted to know. I'm only 





concerned that the suggestion that Hydro might take up some of 
the money @ by issuing short-term notes was never implemented to 
the best of your knowledge or information? 


Mr. Johnson: No. 


Se amen 
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Mr. Bullbrook: May I ask, was the alternative of 
a construction loan rather than a completion loan ever contemplated 
uction 
That is, draws during the course of constr “ rather than 
Mr. Johnson: I think it was turned down rather rapidly 
The financing was being done on the credit of Ontario Hydro or 
was 
the Province of Ontario and there YarJust no way to set up a 
construction loan that way. 


Mr. Bullbrook: Until you had occupancy? 
ee a ae oC 


Mr. Johnson: That's correct, until possession of the 





building. 
Mr. Shibley: The next, item six. 
Mr. Johnson: At the time we were there we suggested 


someone else may have an interest in this transaction 
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5 COPEL STATIS and they were 
commenting that they would take the whole loan. They would 
prefer to take it ali. They would let Mutual Benefit take 
$10 million of it but that's it. They would want the balance 
of the loan themselves. They had no withholding tax problems. 
And point eight is that there was no point in Mr. Moog going 
down to see them but they would like to see the contracts, 

Mr. Shibley: Did you communicate this information 
in turn to Mr. Moog as indicated at the bottom? 

Mr. Johnson: The day before by the looks of it. 

Mr. Shibley: Yes. 

Mr, Johnson: Yes I did. 

Mr, Shibley: In fact, I think you told me that you 
think the whole of this happened on the 28th ... 

Mr, Johnson: That's right. 

Mr, Shibley: ...and that you made your notes on 
the 29th. Is that correct? 


Mr. Johnson: That is correct. That's my recollection. 





Mr. Shibley: All right. Now then, the next wail ae 





ae: 
the next page there4@-Some calculations I won't bother you 
with. You made a second trip to New York on October 4... 


Mr. Johnson: Right. 





Mr. Shibley: ...and that had to do with the Prudential. 





Is that correct? 


Mr. Johnson: That is correct. 





Mr, Shibley: Now, our information is that it was at 





the meeting of October 4 that the rate was set at eight per cent. 
Is that correct? Perhaps I should wait until we get to another 
document but that's come from other sources. 


Mr, Johnson: Well, I question that the rate was 





set at eight per cent until the investment committee of 
Prudential had approved the loan. I think discussions were held 


at a rate of eight per cent at that meeting, yes. 
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Mr. Shibley: Mr. Bradshaw was at that meeting? 

Mr. Johnson: Yes, he was, 

Mr. Shibley: He gave October 4 as the date on 
which the rate was set at eight per cent, that Prudential said 
was the rock bottom... 

Mr. Johnson: Yes, that is correct. 


Mr. Shibley: Right. 
Mr. Finlayson: Didn't he say it ... 





Mr. Shibley: I'm sorry. 





hh Mr. Finlayson: Didn't he say it would be eight 





or eight and a quarter or something like that? 
Mr. Shibley: All right. 





Mr. Finlayson: I take it when you are making 


an offer f pretteg ww0lh Waa ee 


Mr. Shibley: Well, coming back, Mr. Johnson ... 








Mr. Finlayson: 





s I'm just assuming that 
they got all the rock bottom guarantees that they required, 

Mr, Shibley: Right. Well, Mr. Johnson, just to 
clear that up: At that meeting, it was made clear by the 
Prudential that a rate of not less than eight per cent would 
be stipulated for by the Prudential? 

Mr. Johnson: That's correct. 

Mr. Shibley: And the discussions that ensued 
throughout October with the Prudential in respect of this 
financing were all predicated on the rate being not less than 
eight per cent. 


Mr, Johnson: That is correct, 





Me. Shibley; All right. The next document is a 
draft of a commission agreement, Is this an in-house document? 
My. Johnson: Yes, 


My. Shibley: And the last paragraph ...paragraph eight 





is a stipulation for payment of a commission of 0.4 per cent, 
payable half on delivery of the commitment and half on delivery 
of funds. That was your idea of what was an appropriate fee 


for this transaction, Is that correct? 
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Mr. Johnsen: Yes. That was the gemma thinking 
at that time. 

Mr. Shibley: Then the next letter—-again it is 
an October 5th letter. I notice you are still talking in 
the first paragraph-— "We understand the financing required 
for this project will be approximately $50 million." 

Now, then, was it your continuing understanding as 
late as this date that the amount of the funding would be that 
large? 

Mr, Johnson: I think our thinking at that time was 
that we didn't want to have Prudential commit in an amount 
lower than the possible amount and therefore we were talking 


\G 450 million. 


Mr. Shibley: Right. But was that because the amount 


wagner -.might be required would be as much as 






that would be 
$50 million? 
: Mr. Johnson: That was my understanding. 

Mr. Shibley: Yes. And on the boteom of the page it 
bays, PSuen lease to be guaranteed by the Province of Ontario", 
I'm just reading the very last line on that page. You will 
also enter into a lease or an agreement to lease the building 
with Ontario Eyane Sesh jease to be guaranteed by the Province 
and to provide for productional instances against fiuctuation 
in exchange rates.”? 

Now was that information provided to you by Mr. Moog? 

My. Johnson: No. 


Mr. Shibley: And continuing to be your understanding 





of the transaction as at October 5? 

My, Johnson: No. That was information that was 
being prepared to meet the request of Prudential. 

Mr, Shibley: To meet the request oo. 


—— arene 


Mr. Johnson: That was to meet the request of 





Prudential. 
Mr. Shibley: I se@. Did Mr. Moog understand that 





the Prudential was stipulating for a Provincial Guarantee? 
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Mr. Johnson: Yes. 
Mr. Shibley: And that the exchange risk be for 
tne account of Hydro? 


Mr. Johnson: Yes, 


H-2174 to follow 
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Mr, Shibley: Now, the next document is 
handwritten notes$ October 4} 4s the date I've given 1 Herese 3 ger Nhat | 
next two pages are notes of your meeting in New York age 
Prudential? 

Mr. Johnson: In Newark, yes. 

g Mr. Shibley: Newark, thank you. And Fred 
Ferver is with the Prudential. Is that correct? 

| Mr. Johnson: Yes. 

Mr. Shibley: Was Mr. Moog there? 

Mr. Johnson: No. 

Mr. Shibley: Who attended this meeting? 

Mr. Johnson: Mr. Coles, Mr. Bradshaw, myself, 
Mr. Goth and several people from Prudential. 

Mr. Shibley: And the $50 million at $1.01 - 
what's the $1.01? It's been suggested it may have been the 
exchange rate. 

Mr. Johnson: Oh, well, I believe that was 








the current exchange rate. 


Mr, Shibley: And then on the next page, there's 








4ndiecation as to certain names of personnel within the Blake firm 


here in Toronto. Would you tell us about that, please? 


Mr. Johnson: The only reason they were there 
were people who had worked dam on Prudential's behalf in Canada 


before. 
Mr, Shibley: Do I take it that 4s of October 4 





matters had reached a point with the Prudential that they were now 


considering who to select as their counsel to effect the transaction 


on their behalf? 


Mr. Johnson: No, I don't believe so. 
nie oine 2 
Mr. Shibley: Well, how far along had they got 


pus R ee Dek Lh 


at this point? 
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Mir. Johnson: That was still very, very early 





discussion, at that meeting. 
Mr. Shibley: I see. In any event, the documentation 
for the transaction between Hydro and Canada Square was going | 
forward in October. I'm wondering when, within the period we 
are now entering intolHfrom October 4 on}\did the Prudential 
indicate that it was going to be the institution to provide 
this funding? 
Mr. Johnson: I would think it would be, by 
my letter of November 8 to Mr. Moog, it would have been very 
close to that time. 
Mr. Shibley: Well, wasn't there any earlier 
indication to that effect’ I might tell you Mr. Moog had said 
that, yes, as from October 4 onwards he expected the financing 
with Prudential. _ 
Mr. Johnson: Provided that a satisfactory 
arrangement could be worked out with everybody, they were 
interested, But there was no commitment on their part to 
provide money at that time. 
Mr. Shibley: What was happening in terms of 
yourself and the Prudential during October? There seems to be a 
lack of documentation. I'm not inteSihg anything other than 
there is nothing from October 4 to October 30. And I must say 
I took it that matters were pretty well set up as of October 4, 
and there wasn't any need for a communication in the interval. 
Mr. Johnson: I think there's probably a 
significant number of items in my file that aren't in here, 


Mr. Shibley: I'm sorry, that tg isn't -~ we went 





through the file and these two documents are exactly in the 
sequence. 

Mr. Johnson: Excuse me. There's a number of 
sheets that are not in this file, and they're information which 


Prudential were looking for “ag with which to assess their risk 
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and therefore decide whether they wanted to make the loan or not. 

Mr. Shibley: Oh, I'm sorry. Yes, I see. 

Mr. Johnson: They are just statistics on Ontario 
Hydro, really. 

Mr. Shibley: Well, then, the next document is 
October 30, '72. And I ask you to note around mid-page, "No 
guarantee by province." Now, from whom was this information 
being obtained? 

Mr. Johnson: Well, I think this is some notes 
I made for my own file, just /sufmarize’ the position at that point. 
I don't know where that information came from. 

Mr. Shibley: Just Mggeahead of that you've got 
‘net rentable area, annual rent per square foot is $3.24 Canadian. 
Maximum set by Hydro is $3.35." Can we take it now that this 
figure of Wexes3.24 is the amount that would fund $45 million at 
eight per cent, amortized over 30 years? 

Mr. Johnsén: On an annual basis, yes. 

Mr. Shibley: And you say ‘maximum set by Hydro y 
$3.35." Would that maximum be...» 


ana 
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“Ssignificant in terms of enabling Mr. Moog either to borrow 
more money or borrow the same amount at a higher rate? 

Mr. Johnson: The only relevance I think there is 
that this loan would then fall within the ambit of the 
requirement sees or the maximum set by Hydro. 

Mr. Shibley: So there was an 11 @ cent spread 
there within which  Semsemerwen 

Mr. Johnson: Yes, there appeared to be. 

Mr. Shibley: Now then, no guarantee by the province. 
You say you don't know the source of this intoimations. Was 
October 30 the first date on which you became aware that the 
province would not @ provide a guarantee? 

Mr. Johnson: I just don't know. 


> 


Mr. Shibley: You don't know. 
esekhder of op aaa ih 





Mr. Johnson: It is the first time I recorded it in 
my notes, but I don't know when I first became aware of 1t.. 

Mr. Shibley: Was that a circumstance that raised 
any difficulties with respect to the financing? 


Mr. Johnson: Yes. 





Mr. Shibley: Would you please outline that to us. 





Mr. Johnson: Well, Ontario Hydro is a credit that 
beeGeniies found very difficult to assess because there was 





nothing to compare it to. Historically, financing done by 
Ontario Hydro in the Meppeusteguees United States markets has been 
done in the name of the province of Ontario and they were 
therefore having problems. They #8 also found in investigating 
the legalities, that the Act setting up Ontario Hydro provided 
that they could not be sued without the permission of the 
Attorney General, They were a little concerned about what action 
they could take in the event of default. 

Mr. Shibley: Right, and this led to the further 
consideration of the obligation to get @ consent to sue Hydro. 


Is that right? 
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Mr. Johnson: I am sorry, would you repeat that 


please? 


cee aren 


Mr. Shibley: This led to the further consideration, 
not only as to its credit, but also as to the ability to bring 
aggmm action against Hydro without the consent of the Attorney 
General. 

Mr. Johnson: That is correct. 

Mr. Shibley: So two problems now arose out of this 
circumstance of no guarantee. One was the credit rating of 
Hydro. Is that correct? 

Mr. Johnson: Well, the ability to assess the credit 
of Hydro I think is better than the credit gm rating. 


Mr. Shibley: Well, that is what we are talking about. 





And secondly, this problem of the ability to sue being restricted 
by a requirement that the consent of the A.G. be db¥ai nwa 

Mr. Johnson: Yes. 

Mr. Shibley: All right. Now then, how were these 


two problems resolved? 


Mr, Johnson: The first one was resolved by Prudential 





taking a decision that they were able, after getting significant 
information, to assess the credit of Ontario Hydro and the second 
one by them accepting the fact that the risks involved in having 
to sue Hydro would be so minimal that they would accept thew, 

Mr. Shibley: Now dealing with the first, you said, 

“having received significant information, what information did 
they g receive and from whom? 

Mr, Johnson; Ten years of fiscal year books and*‘so on. 
from Ames. 

Mr. Shibley: Are you aware of the purpose $09 content 
of communications made by Mr. Houser with the London Life 
Insuranceg Company on November 6 and November 13, 1972, referable 
to the financing for this building? 


Mr. Johnson; No. I have never heard of it. 
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Mr. Shibley: You never heard aggmiete of it. 
ONE on aR RSER RIO 


Mr. Johnson: No, 





Mr. Shibley: All right. With respect, whatever Mr. 
Houser was doing in connect iobe with London Life would be 
completely independent of anything you wage were doing with the 
Prudential. Is fiat seeleee 

Mr. Johnson: Yes. 

Mr. Shibley: Well then, the next set of documents 
sets forth certain sections of qe the Act and I gather that 
again relates to this problem to sue, but on October 31, there 


is a further memo of Moog-Ben Holloway. He is with Equitable, 


is he not? 
Mr. Johnson: I understand so. I don't know. 
LER TENE) 
Mr. Shibley: And is this information related to you 
“Som ee ee 


by Mr. Moog? 

Mr. Johnson: Yes. 

Mr. Shibley: Was he then telling youfthat he was 
once again looking at Equitable and a consortium of piawestern 
companies to fund this building? 

Mr. Johnson: I think he was then trying to apply a 
little pressure to get Prudential's commitment. 


Mr. Shibley: Did this again relate to any change of 





posture on the part of the Prudential because of the knowledge 


now that the Baguieprovincial guarantee ASIeg yee, ee oS 
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Mr. Johnson: No. 


Mr. Shibley: It is unrelated? 

Mr. Johnson: I believe so. 

Mr. Shibley: You say you think it was just a method of 
his bringing pressure to bear on getting a commitment from the 
Prudential? 

Mr. Johnson: Yes 

Mr. Shibley: Now, then, the next document again starts 
"Pred Ferber Poa, I think you told me you made these notes 
the beginning of November? 

Mr. Johnson: I believe so. 

Mr. Shibley: “And talked to Charles" - that is Ray 
Charles with the Prudentialsis that correct? 


Mr. Johnson: That's correct. 





Mr. Shibiey: And Don Schenk is their general counsel? 

Mr. Johnson: That's correct. 

Mr. Shibley: And then down below ‘eompany policy must 
check”. What's that about? 

Mr, Johnson: Well their company policy is that they must 
check three legal points which I didn't know. 

Mr. Shibley : I see, Can you tell us what the word is 
that is struck in that line? "Worked something"? You can}t 
help us? 

Mr. Johnson: No. 


ee 


Mr. Shibley: Now, you have indicated at the bottom part 
of that paso agi relates to comments wholly unrelated to this 
transaction. You have told me that? 


Mr . Johnson* That's correct. 
Lda Ds saber 


Mr, Shibley: So we needn't deal with that. I would 
OL LLL E LEN IO 


like to go to the next page - November 3 - again there is 
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reference to this problem of the right to sue and so on. 
At the bottom it says:"7.5 per cent - Western". Would you 
please tell us what that is intended to indicate? 

Mr. Johnson: I have no idea. 

Mr. Shibley: You can't helps us at all as to that? 

Mr. Johnson: I can't, I'm sorry. It probably is 
unrelated but I don't know. 

Mr. Shibley: Ali right. Then we have the commitment 
letter of November 8, This is aia etter from your firm 
to Canada Square reporting on the offering that you made and that 
had been approved Subject to the finance committee approval and 
documentation. Tf don't think we need to go into that with you. 

The next document again is November 8, Again there 
seems to be a perpetuation of the concern on November 8th about 
your inability to sue without consent. Are these notes of a 
discussion with Fred Ferber? 

Mr. Johnson: This would be a phone call; this would 
be jetes of a phone cali. 

Mr. Shibley: Yes, And I see it Says "accept credit", 
By this time the Prudential was accepting the credit of Ontario 
Hydro? 

Mr. Johnson: Right, 

Mr, Shibley: But they were still concerned about the 
inability to sue without consent? 

Mr. Johnson: I believe so, although at some point they 
made a decision that they would accept it on that basis. That 
may have been about that time, 

Mr. Shibley: All right. Then your next document sets out 
calculations or a rationale for your fee of $180,000. Is that 
correct? 

Mr, JOhnson: That's correct. 


Mr, Shibley: Ana the next document seems to be a / <i 
\eeeeeeennenenaeeene Z 


ae 


Sept. 6, 1973 
12.20-12.25 p.m. 


. a eam, H - 2176 - 3 
| 
| document which helps solve the second problem wherein you 
say to the Prudential "enclosi| ng the Globe clipping; Ontario Hydro 
“to become a Crown corporation and help to take the status of 
Ontario Hydro out of limbo". 
Did this, in fact, solve the second problem referable 


i mi Fork 1 n& 


faa rl 





on the right to sue? 
Mr J6hnson: No, that had been solved prior to that. 
Mr. Shibley: Well, what did you mean when you said 

"this should help to take the status of Ontario Hydro out of Limbog” 7 
Mr. Johnson: Well, their legal advice was that they 


couldn't quite understand what OUntario Hydro was. Ttwas an 


agency of the provincial government apparently but it wasn't 


a Crown corporation. 
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Mr. Shibley: I see. Did this help return them to 
Carlie 
their \exahnas-thinking as of October 4 in terms of the credit 


as well as other circumstances that were impinging on their 
making this ism loan? 

Mr. Johnson: No, they had agreed at that point 
because I had a report on November 8. 

Mr. Shibley: Subject to the finance committee. 

Mr. Johnson: That's correct. 

Mr. Shibley: Then the next letter is your letter of 
November 17. Was there a meeting with Mr. Moog referable to 
arrangements for compensating your firm? 

Mr. Johnson: Yes. 

Mr. Shibley: Would you please tell the committee 
how the terms and me form of the letter of November 17 came about? 

Mr. Johnson: I had some phone conversations, I can't 
recall how many, with Mr. Moog to attempt to now settle our fee. 
I think I'd reached an impasse in terms of what I thought we 
should be compensated and what he felt we should be compensated 
and, as a result, Mr. Bellamy and myself met with Mr. Moog and 
Mr. Coles sometime during the week of November 17. I can't be 


speoitie wa/ehe dale’ | 


Mr. Shibley: Is there some reason for the reduction 





of the fee from $180,000 as you contemplated to $100,000? 
Mr, Johnson: That was the deal we negotiated, ¢ 
Mr. Shibley: This document represents the whole of ' 

the arrangements between Ames and Sepp, Canada Square providing ; 

compensation for yourefforts in arranging prepa funding. 

Is that right? 


Mr. Johnson: Yes. 
eae 


Mr. Shibley: Were you happy with the solution, Mr. 





Johnson? 


Mr. Johnson: WE accepted the solution. 
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Mr. Shibley: I won't pursue it further. The next 
document is December 4 and it's eieiee exchange ae diesens 
Would you explain that please? 
eee, SORE ONE Prudential had asked for additional 
statistical information on Ontario Hydro and in an effort to 
as quickly as @m& possible I had asked Paul Fisher of our 
firm if he would call someone at the Hydro that he knew to get 
the name of the proper person for me to get the information from. 
He's just reporting to me that would I happen to be in Montreal 
one day, his contact was not there, they had gone to NewYork 
to price a Province of Ontario issue in New York and I reported 
back and said: "Fine", He would be back in mid-week, and I 


couldn't see any reason to bother him down there. 


LO a 
Mr. Shibley: What I'm wondering about/w the 





finance committee of Prudential still relating the rate to the 
rate of the Ontario issue? 

Mr, Johnson: The Ontario issue hadn't been done. 
There was no rate on the Ontario @ issue. 

Mr. Shibley: What I want to know is, you see, this 


now is in the hands of the finance committee? 


Mr. Johnson: No, not yet. 





Mr. Shibley: Well, it's about to be. 


nt rere srReren RT 


Mr. Johnson: The finance committee is a Rim, alt 





an hour transaction. 


I'm wondering 


Mr, Shibley: What I'm driving at is this, ‘iniamcbaniex 
if this Seer is 
deegiid. Felex 4ndicates, and correct me if I'm wrong because I may 
be, in their thinking tuvpkee they're still relating rate to the 
Province of Ontario rate? 


Mr, Johnson: The rate had been set subject to the 





finance committee approval. 


Mr, Shibley: Then that approval was forthcoming by 


ual 


decision of the committee on the togete twelfth and communicated 
by letter to you of December 21. Is that right? 
Mr, Johnson: Right. 


Ne a aad 


Mr. Shibley: Had you received word earlier /cms than 
_— a«<#»«<£:, 
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BS 
Decenban athue the finance committee had approved of this? 
Mr, Johnson: Earlier than December 21? 
TTT ae cesarean 
Mr, Shibley: Yes. 
SE Ter) 


Mr. Johnson: Yes, 
pit nlite ge ee 


Mr. Shibley: When was that? 





Mr. Johnson: December 12, 





Mr. Shibley: You had heard on the twelfth? 





Mr. Johnson: Yes. 

Mr, Shibley: With respect toyNovember 8 letter had 
you heard, ott to November 8, that the investment committee had 
approved the loan@, subject to the finance committee approval? 

Mr. Johnson: I don't know if they have an investment 
committee. 

Mr. Shibley: Well, it says here~«—I'm sorry, I'm 
back toy November 8 letter. "Subject to the completion of satisfactory 
document and approval of the investment committee, Prudential have 
agreed to provide financing." Do you see that? In the November 


8 letter, 
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Mr. Johnson: Yes. 

Mr. Shibley: Now, had you heard prior to 
November 8 that Prudential had agreed to provide financing 
for the project? 


Mr. Johnson: No. 





Mr. Shibley: When was the first notification to 
you? 

Mr, Johnson: I would have to expect it was virtually 
coincidental with that November 8 letter. 


Mr. Shibley: And did you, in turn, communicate that 


fact to Mr. oog” 





Mr. Johnson: Yes. I wrote him a letter. 





Mr, Shibley: Yes. You wouldn't delay in telling 
him Lat? 

Mr, Johnson: I don't believe so. 

Mr, Shibley: With respect to the commitment letter 
of hecember 21, did you subsequently have conversation with 


the Prudential as to its binding effect? 





Mr, Johnson: No, it was prior to that. 


Mr, Shibley: Prior to eniae And would you please 





tell the committee the view that was expressed to you in that 
regard? 

Mr. Johnson: When I asked Mr. Ferber in a telephone 
conversation he reports on December 12 tig how binding that 
commitment was he said that their board of directors considered 
they could be sued on the strength of that commitment . 

Mr. Shibley: Yes. And did you relay that 
information to Mr. Moog? 

My. Johnson: I'm sure I must have. 

Mr. Shibley: At that time? 

My, Johnson: I would think so. 


Mr, Shibley: So that as of qimummsamiaZ 








December 12, 1972, Mr. Moog knew that the view of the board of 


directors janis 
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Mr. Finlayson: No. No. No. It's Ferber 
reporting. 

Mr. Shibley: Well, Mr. Ferber is reporting - 
didn't you say it was the view of the board, Mr. #aammay 
JohSnon? 

Mr. Johnson: He reported that. 

Mr. Shibley: Yes. Mr. Ferber was reporting 
that it was the view of the board of directors of the 
Prudential that they could be sued on that commitment. Now, 
did you also have communication with the Prudential following 
receipt of the letter asking for your attendance before this 
committee around mid-July? 


Mr. Johnson: Excuse me - did I have communication? 
eenenaeniaiemeaianaemannaia an ome 


Mr. Shibley: Or anyone in your firm? 





Mr, Johnson: Did I have communication - excuse me? 





Mr. Shibley: With the Prudential? 
> 





Mr. Johnsen: Prior to 
ee nT 
Mr. Shibley: When you were asked to attend before 
Speer oynnentunremnciee secre 

this committee, you got a letter from the clerk? 


Mr. Johnson: Right. 





Mr. Shibley: Around mid-July? 





Mr. JohSmon: Right. 
is 


Mr. Shibley: And was there communication between 





your firm and the Prudential referable to the disclosure of 
their identity to this committee? 


Mr. Johnson: I understand there was, yes. 





Mr. Shibley: And did they tell you at that time 


that they had no objection to being disclosed as the entity 
providing permanent financing? 


Mr. Johnson: I understand so, 





Mr, Shibley: And did you also communicate that 
fact Y to Mr. Moog at that time? 
Mr. Johnson: No, 





Mr, Shibley: You did not? 


Mr, Johnson: Not to the best of my knowledge - I 





didn't know about it myself. 
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Mr. Shibley: I see. Well, did anybody in your 





firm communicate it to Mr. Moog? 


Mr. Johnson: Not to my knowledge. 





Mr. Shibley: Were you aware of the posture o@ 
taken by Mr. Moog before this committee, from the press or 
EI etheruiee, in that connection? 

Mr. <a Johnson: Yes fm from the press. 

Mr. Shibley: Yes. And you nevertheless made no 
communication with him? 


Mr. Johnson: I didn't know it, Mr. Shibley. 





Mr. Shibley: Well, who did know of it in your firm? 





Mr, Johnson: I understand it was one of our very 





senior officers. 


Mr. Shibley: I see. And he never mentioned it 





to you? 


Mr. Johnson: No, he did not. 





Mr. Shibley: I see. But you had told Mr. Moog that 





the commitment was considered sufficiently binding that ‘Sg@mmge he 
could sue on it? 


Mr, Johnson: Yes. 
orn gS £ INSU TN Sy 





Mr. Shibley: Then the next two documents 2 





one is a @raft and the other is the final document. 

I'm only interested in the one item. Ong Page two of 
the final document there is a conversion of what had been the 
equivalent of $45 million Canadian to a straight $45 million U.S. 
dollar loan. Was there some reasoning behind that? 

Mr, Johnson; Prudential were unable to commit in 
Canadian dollars. And therefore they had to make their commitment 
in a definitive amount and they committed then in U.S. dollars. 

Mr. Shibley: Now you have nothing to do with the last 
document in this file but I would like to ask you about another 
exhibit. Excuse me just a moment. 

Mr. Chairman: Mx. Johnson, just by way of satisfying 


Aa AAA IONO NC LET DIIOE SE TE IL EN TI 


my own curiosity and nothing really too much to do with this matter, 


12.30 -12.35 p.m. 
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what is the reason that the Swiss government puts the 
restrictions on the BARN Sede 

Mr. Johnson: I don't know. | 

Mr. Chairman: y say ‘to one entity in any 
three year period.’ How do they distinguish between one 


government in Canada and another government in Canada? 


Do you know? 
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Mry.Johnson: I'm sorry. My knowledge of it 


is almost entirely what Mr. Bradshaw told me. I haven't pursued 
it, except in a very casual way. demt. I do understand that their 
exchange control regulations prohibit this. 

Mr. Chairman: Therefore, it is a Swiss federal 

law, rather than a bankers” agreement? 

Mr, Johnson: Yes, that's my understanding. 

Mr. Renwick: Mr. Chairman, I just have a 
“question for Mr. Johnson, if I may. 

Mr, Chairman: Mr. Renwick? 

Mr. Renwick: From October 23, '72, when the 
Province of Ontario guarantee disappeared, or the possibility of 
4t disappeared, through until the commitment from Prudential, 
how would you assess the problem that that created with Prudential? 
Was it a difficult problem, or was it one which, on examination, 
they were quite jam prepared to go without it? 

Mr. Johnson: I think after they had had an 
opportunity to assess Ontario Hydro, they were geeprepared to 
go without it. 

Mr, Renwick: Presumably on the proposition 
that Hydro was not going to either go into default feitself, or 
be allowed to go into default? 

Mr. Johnson: That's right. They looked at 
the fact z= 

‘Mr. Renwick: For practical purposes. 

Mr, Johnson: #4=s that Ontario Hydro has, I 
guess, the obligation really to assess the municipal utilities 
for any deficiencies that they may have. dag, I think after 


looking at the legislation they decided to e=5 
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Mr, Renwick: They would have the same view that we 
would have, that it's equivalent to a Province of Ontario 
covenant! Give or take. 

Mr. Johnson: Effectively, yes. Give or take 
something, yes. 

Mr. Shibley: Mr. Johnson, I'm producing to 
you a sheet of notes elicited from the files of Canada square, 
not your file. And you'll notice towards the bottom of the 
page the names Lynn Goth, Ferber and Ray Charles. Can you 
identify those persons for me, please? 

Mr. Johnson: Well, Lynn Goth is president 
of A.E. Ames {Company Incorporated, which is our subsidiary 
operating in New York. Mr. Ferber is vice-president, bonds, of 
the Prudential Insurance Company. And Ray Charles, I believe, 
is senior Yiserprestgent, inves spents. of the same company. 


Mr. Shibley: Now, looking -- and you've 





already said fsa that you brought about the communications with 
the Prudential, and that these were post—July 25th, 1972, @nd 
that your view is that your firm and your firm alone brought 
the Prudential and Canada Square together. Is that correct? 

Mr. Johnson: Yes, 

Mr. Shibley: Now, this document is undated, 
but I notice it has 23-27 November as part of it. I'm wondering 
if you can help us at all, by looking at the information outlined 
on this document, as to when it was prepared and whether this 


was information which was taken up with Me ipad Goth Mr. Ferber 


and Mr. Charlies? 
wack 
Mr. Johnson: I can't nale7out of the document, 


Mr. Shibley, I must admit. 





Mr. Shibley: Do any of those calculations or 
eee 


figures make any sense to you? Can you interpret them for us? 
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Mr. Johnson: Afraid not. 
Mr. Shibley: Did you ever talk to the Prudential 
or did Mr. Lynn Goth ever talk to the Prudential# in terms of 


funding of $20 million Swiss and $30 million additional 


dollars? 

Mr. Johnson: I don't believe so. 

Mr. Shibley: Does the 6 1/8 to 8 1/8 mean anything 
to you? 


Mr. Johnson: No. 


Mr. Shibley; You can't help us then with respect to 





this document ? Again I am concerned to clean something up here 
and that is dammiumiieas the timing of this document. 

Mr. Finlayson: What is the timing of the document, 
Mr. Shibley? You tried this on Mr. Moog and he couldn't tell 
you when he, mage the scribbles, but he did point out to you 
that the whole section in the middle seemed to deal with buying 
some equipment that he wanted for his racing yacht and that 
4t wasn't all related to the same subject. 

Mr, Shibley: I realize that, Mr. Finlayson. It is 
just that the one page contains information.n..it contains the 
names of certain people in the Prudential and Ames and @ also 
information that with figures that seem awfully familiar. 

Mr. Finlayson: They also contain some figures disk 
that don't mean a thing to me. What é#@ does the five to seven 
years mean? 

Mr. Shibley: Well, the difficulty is that Mr. Moog 
with the benefit 28 having made the whole of these notations, 
gave no explanation at all for the document. I was hoping that 
what with the name of... 

Mr. Finlayson: He said he was unable to give it; 


i eieneniemeesamnctetnn menaced 
Mr. Shibley: West oe right. He was unable tonaee pd 
Coes ca 
was hoping that with the name of Lynn Goth, of Ames on here and 


of other people that Mr. Johnson might be able to give us some 
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assistance. 
Mr. Finlayson: He apparently can't. 
eee ete 


Mr, Shibley: No idea? 
a a enereemmeapemenimeene 


ane 


Mr. Chairman: All three of those names, do they 
operate out of the New York office? 

Mr. Johnson: I assume the first name is Mr. Goth's. 

eR aq 


Is that correct? I can't read it. 


Mr. Shibley: It is Lynn Goth. I am sorry, Goth. 





You are right. Lynn Goth, 
Mr. Johnson: Is that samme what it is? | 
Mr. Shibley: It looks like it to me, 





Mr. Johnson: Well, to be fair Mr. Shibley, I am in 





Some doubt about that first name. I thought it might be Mr. Goth 
Dil bck: 


Mr, Shibley: Mr, hE think identified this man 


nett 


as with Ames, 





) 


Mr. Finlayson: Did he? I thought you put the name to 
him. 

Mr. Shibley: No, he said it was Ames. 

Mr. Garrow: We were Speculating. I was here at the 
time and we were Speculating about what the name might m be and 
that name came up, but it could be several other things. 

Mr. Shibley: Well I think it is in Mr. Moog's testimony 

Sein Oa oe ee } 
that this is a gentleman with Ames, 


7 
} 


Mr. Chairman: The other two are with... 
lionipiaereiinieciaai he eae 


Mr. Shibley: The Prudential. 


ie 


Mr. Johnson: Prudential. 
Aaa a reerereeeremaneeeN? 


Mr. Chairman: Prom New York. 





Mr. Johnson: Yes, 
a ee Seen 


Mr. Shibley: All right. Well if you ean't help us, 
lw, eee 2 
I have no further questions of this witness Mr, Chairman. 
> 


Mr. Chairman: Have any of the members further question 
a 
of Mr. Johnson? Mr. Newman, 


Mr. W. Newman: Well Mr, Johnson, you quite obviously 
eo 






from the é¢vidence-4¥# your firm set up the transaction 








ee 
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with Prudential basically for Canada Square. 
‘Mr. Johnson: ‘That is correct. 


(palais 
Mr. W. Newman: IJ x*eem remember one Ne the exhibits 


or one of the letters saying that your fee was|so much money. 


Do you feel that you @ have got a fair and equitable fee and 


just fee for what you have done? 


Mr. Johnson: Well, I answered that befores we accepted 
ate. 


Mr. Chairman: Any further questions, «me dnank ycu 


very much,Mr. Johnson for your help to the committee. 


2 7 


If you could stay here for 10 minutes or so, vir. Shibley has 


Mr. Bellamy. 





Mr. Shibley: I'd like to deal with him. I won't be 


more than... 
: 1 
Mr. =" Chairman: I suppose maybe something might 








come out of Mr. Bellamy's evidence that you might help clarify. 
Mr. Shibley:. Would you come forward Mr. Bellamy. 
There is just one document I want to deal with Mr. Bellamy on. 
Mr. Genest: Mr. Shibley. 
Mr. Shibley: Yes. 


Mr. Genest: I have got some information for you 





dealing with the right to sue. 
| Mr. Shibley: Oh yes. 

Mr. Genest: You had asked me to inquire. Mr. Raney, 
the generai counsel and Secretary of Hydro has made a somplese 
search of ali Hydro minutes and memos tofile from 1971 to 1973 
and youg are welcome to repeat it, although I think that the 


committee might be disturbed if you spent that long at it. There 


4s absolutely no reference in any of the commission documents 
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C (Mr, Genest) — 


relating to the\ right to sue with the exception of.a document 
dated Mayist 1973, where the Bower Commission is discussing 
amendments to the Power Commission Act where & draft bill 
prepared by Mr. Raney recommended that that section requiring the 
Gcrisent of the Attorney General be deleted from the Act. There 
is no other discussion of the problem in any other Hydro minute 
or document. 

Mr. Shibley: Was Mr. Gathercole connected with that 
in the documentation you have seen? 

Mr. Genest: No. I have got the advice of Commission 
decision here. It is an excerpt from the minutes and it is a / 
report on the amendments to the bill, and you are welcome to come 
and look at the minutes, 

Mr. Chairman: Mr. Shibley is not going to sleep this 
weekend. 

Mr. Shibley: I must confees I was speed- reading when I 
went through those minutes, I did the whole of them in about 
two nound fay Benory #of going through them for the relevant 
period agai I can't get it out of my mind that there was something 
from Mr. Gathercole referable to this question. But, however, 


Mr. Genest, thank you for the effort. 
Maanefiemaeeh 5 


ROBERT E. BELLAMY, Sworn 


Mr, Shibley; Mr. Bellamy, you are also associated with 
Ames and Company, and a senior officer of that firm? 

Mr. Bellamy: Yes, sir, 

Mr. Shibley: fh I just want to take you directly to the 
last document in the file which is your exhibit brief, the May 
14, 1973, document . Was this the only communication you had | 


with Mr. Moog referable to this transaction? 
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Mr. Bellamy: No. I attended with Mr. Johnson at 
a meeting where we had considerable discussion on the fee 
arrangements between our two firms. 

Mr. Shibley: And other than that particular discussion, 
did you ever participate in anything further referable to this, 
other than what we are about to discuss on this document? 

Mr. Bellamy: No. 

Mr. Shibley: Thank you. Now, then, I gather on May 14 
you had a discussion with Mr. Moog, Ls that correct? 

PO LER tat A telephone call? 

Mr. Shibley: Yes. And did he call you? 

MexxRetiamyxxAnaxdkaxkexeaktxyan? 

Mr. Bellamy: Yes, he did. 

Mr. Shibley: Would you interpret the document for mys 
us, please? 

Mr, Bellamy: It was a very short telephone Gakk% conversation. 
He called in Mr. Johnson's absence and spoke to me. The first - 

Rese OO scerawlings - his first reference, was that 
he wes expressing - he wanted a real handle with the Pru eg I 
think that I take that to mean that he ws expressing an interest 
in tieing the commitment down to the point mf of /Sénsunated 
agreement. 

The next reference I take to be his response to my 
question "Well, what is really going on Gerry? ’and he said "fhere 
are no skeletons in the closet, It 4s fine, and it will allxk work out" 

The next comment is that I knew that Bill Johnson had 
pep in touch with the Pru. There had been some concern - I guess 
Mr, Moog was expressing some concern that interest rates were 
going up and he was once again just reinforcing concern that he 
wanted to push the discussions with them to try and wrap it up p 
expressing real usgency. 


Mr. Shibley: Now then on the bottom you have a note. 


What is that about? Is that part of Hour conversatien or eS55 { 
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Mr. Bellamy: Yes. This would be the wrap-up of 
the conversation. I probably indicated I wouid get hold of 
Billi Johnson and try to see what his views were because I was ( 
not intimately associated and didn't know what action we would | 
be able to take or, indeed what status discussions or procedures, | 
mechanical procedures, that sru were in. He undoubtedly sald oi 
hagacrctat bet that any savings below eight per cent went to the 
Hydro; oe he wanted to do everything possible to get the 
financing transaction Signed and sealed, and there is some 
reference to a pension fund > get into the act. In subsequent 
discussion with Mr. J@hnson, which I am leaning on more’ than 
my recollection of what was said in the telephone conversation, 
I believe that referred to some reference which had been made 
Bigs the possibility that the financing Abe be taken on by 
the Hydro pension and I think that relates to a transaction in 


which the Workmen's Compensdion Board building 


Lites Ei ini ~~~ f 







nee eee ee 
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(Mr. Bellamy ) 


Beery ss where the pension fund did in fact participate 


in the financing. 





Mr. Shibley: Was this Mr. Moog telling you that 
the Hydro pension fund might be used to fund this building? 

Mr. Bellamy: My memo doesn't say Hydro pension or 
my note doesn't say Hydro pension fund so I can not be certain, L Yeally 
SS puzzled by that note myself until I spoke to Bill 
Johnson which clarified it. 

Mr. Shibley: But the point I'm dg driving at, 
Mr. Bellamy, is: This is a note of what Mr. Moog was saying 
in the course of the conversation with you, is that correct? 

Mr, Bellamy: Yes. 

Mr. Shibley: So the reference to pension fund is 
a reference that Mr. Moog is making to you? 

Mr. Bellamy: Yes. 

Mr. Shibley: And what was the representation he 
made to you in that connection? 


Mr, Bellamy: I can't recall. My note ig very 





Amperfect. He did make some reference to a pension fund. 
Mr . Shigbley: Yes. 
Mr, Bellamy: It's all I can recall from the note. 


Mr. Shibley: Well digg it says —-+ 





Mr, Bellamy: My other comment was subsequent to that 





4n conversation with Bill Johnson. I got a little better 
understanding of what thatvy;imeant. 


Mr. Shibley: And what is that again please? 





Mr. Bellamy: Mr. Wahwacn recalled to my attention, 
and I believe I'm correct that in a building for the Workmen's 
Compensation Board Semtaaiiea’ =-or a building for the Ontario 
government that the Workmen's Compensation Board pension fund 
had in fact participated in the financing. 

And I can only say that this must be a reference to 


some pension fund or pension funds of the Ontario government 


H-2182 - 2 September 6,1973 
12,50 - 12.55 p.m. 
M.R. 


(Mr. Bellamy) 

participating in the financing of this pusscing aug this must 
have been in Mr. Moog's mind and he wanted to—that was another 
reason for him to want to try and button down the financing 


with Prudential as strictly as possible. 


er 


Mr. Shibley: I see. Oh, I see, that if you didn't 
get Gay getting the Prudential money that it looked like the 
Hydro pension funds might be used. Is that what you are saying? 

Mr. Finlayson: Well, in fairness, the witness : 
doesn't seem to know what the note means. } 

Mr. Shibley: Well, Mr. Finlayson, let's hear what 
he says in answer, please. | 

Mr. Finlayson: Well, you keep putting these 
propositions to him. Are you hoping that one of them is 
going to ring a bell? 

Mr. Shibley: I just want to know what representations 
Mr, Moog was making to Ames and Company eererinite the Ontario 


pension fund monies being employed for this project. That's 
all, 


eee 


Mr. Finlayson: There is nothing in that note that 





said Mr. Moog made any representations in the nature that you just 
indicated, 


Mr. Shibley: Well, I want to ask the witness 
if you don't mind, Mr. Chairman, ..0. 

Mr. Finlayson: Why don't you ask the witness 
what it means? 

Mr . Shibley: Mr. Chairman, I don't think it helps 
to get this kind of interruption every time it gets a little 
sensitive for Mr. Moog. 


Mr. Finlayson: What do you mean? Sensitive for 





Mr. Moog? 


Mr, Shibley: I'm asking the question of the witness, 
ee) 
My, Chairman, in order to understand what it was that Mr. Moog 


had to say to Ames and Company ... 


ss 
ve) f * 
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Mr, Chairman: If it's in no way sensitive to 
Mr « Moog Mr . Finlayson ——that's your only representation here 
is to represent Mr. Moog and Canada Square—~and if it's not 
of importance to him then there is no reason for you interjecting 
at this time. 
Mr. Finlayson: My epgeehion > Chairman is the 
fact that he is attempting to put words into the witness's 
mouth. Now the witness said that the words didn't mean a great 
deal to him and that @he then mam went and spoke to Mr. 
Johsnonznot, I emphasize to Mr. Moogs-and it was Mr. Johnson 
who reminded him that this might have something to do with the 
Workmen's Compensation Board. Now that's the witness's evidence. 
Mr, Chairman: Well, Mr. Johnson is still here 
and we can perhaps get him back if necessary, but these are 


Mr. Bellamy's notes and he is sagiim 





ae-trying to <a 
jog his memory in connection with the last note on the page, and 
I think that's quite reasonable. 

Mr. Bellamy: Mr. Shibley, Mr. Chairman, the last 
note on the page given the context<=this was a very short 
telephone conversationyagere three notes that I made 
of points that Mr. Moog was making in the context of being 
concerned and urging that we do anything possible, get rolling, 
try and get this financing buttoned down as tightly as possible. 
And out of that context the jottings don't mean very much and 
did not mean much to me when I tried to recall them. I cannot 
recall what Mr. Moog said in connection with pension fund. 
Subpequentiy ,in looking at this and trying to recall in a 
discussion with Mr. sil digh hie made the point that there was, 

I believeg-dt was in connection with financing another Ontario 
government building where the Workmen's Compensation Board 
pension funds had participated. And that seemed to me to tie 
in with this. 





H-2183 to follow 
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Mr. Shibley: What do you mean, "it seemed 


to tie in"? Having been afforded a= 

Mr, Bellamy: It seems to tie# in, sir, in 
the sense that he was indicating that there might be a 
possibility that funds would be made available from other 
sources for the completion of the Hydro byiiding. 

Mr. Shibley: You've heard Mr. Johnson s==, 

Mr. R.G. Hodgson: Before you leave that, I'd 
like to ask a question. Do you remember any reference to Hydro 
pension fundsg in that conversation with Mr. Moog? 

Mr, Bellamy: No, I do not specifically. 

Mr. R.G. Hodgson: You don't recall whether 
Hydro pension fundg was mentioned in any way? 

Mr. Bellamy: No. I regret I can't recall. 

Mr. Sibley: You heard me ask Mr. Johnson about 
the communication between people in your firm and the Prudential 
in mid-July, wherein your firm was advised, I take it, that the 
Prudential had no objection to being disclosed as the company 
providing permanent financing. That is correct, is it not? 

Mr. Bellamy: Yes, sir. 

Mr. Shibley: So, that as early as mid-July 
your firm knew this. Have you any information as to whether 
anyone in your firm communicated that circumstance to Mr. Moog? 

Mr. Bellamy: I do not have, but I would be 
quite satisfied that they did not. 

Mr. Shibley: I see. I have no further 
questions, Mr. Chairman. ' 


Mr. Chairman: Thank you very much, Mr. Bellamy 





and Mr, Shibley. Mr. Finlayson, do you wish us to recall Mr. Johnson, 


Sept. 6/73 
12:55 - 1:00 pm. 
H 2183 oe 2 M.S. 





“(Me . Chairmand 


f 





f you wish a question put to him through me in connection with 
"this? 


Mr. Finlayson: No, I have no further comment 





to make on the evidence, Mr. Chairman. 


The committee adjourned at 12:57 o'clock, p.m. 
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LEGISLATURE OF ONTARIO 
SELECT COMMITTEE - HYDRO HEADQUARTERS. 


The committee resumed at 2.25 p.m. 


5 = 


os 5 ate =e] ; : Fle | 5 ¢ wos yl 
r. Chairman: Ladies and Gentlemen, I cali the 


back to order, and I understand that Mr. Houser is the 





witness. If would ask you, Mr. Houser, if you wouid come 


Forward to our seat of honour. 
ECmMorce _ 






Mr. Shibley: Mr. Houser, you are a senior partner of 





the firm of Harries, Houser. 


Mr. Houser: I am. 





Mr. Shibley: And Mr. MeCallum is also a partner of that 





firm, 


Mr. Houser: He is. 





Mr. Shibley: And’ I understand that you collaborated with 
Me. MeCallum in the documentation referable to the transaction 
between Canada Square and Ontario Hydro for its head office 
building. 


Mr. Houser: I did, 


TN eee ee Rae NEIL 


- 


Mr. Shibley: Am If correct that you came into thes picture 





as at the end of August 1972 when Mr. McCallum went away on a 
short holiday? 


Mr, Houser: I g came into the situation at the end of 





Ausust, 23 





I don't recall that Mr, MeCalium was going away. 

Mr. Shibley: I see. In any event, I take it that you 
assumedresponsibility for the drafting of the documents. 

Mr. Houser: That is correct, with & $m didsussions with 
Mr, MCCallum as we went along. 


Me. Shidley: Yes, and that in terms of the nesotiations 


& 





? 


that was left to Mr. McCallum in larve measure, 


Mr, Houser: That is correct. 


Mr. Shibley: Now, then, there are only two matters that 


— 


i want to touch upon with you, and perhaps the clerk could give you 


(Mr. Shibley) 


what I call the McCalium exhibit, which is the selecti 
aa be oe \F bmg ‘ i) | LF ‘ “ ~ 
documents trom “rr, MeCaliumsjdocuments, being axhibit Yl 
| ‘a z a 
I want you to turn to the latter portion of 


documents where the Sagem dockets are located. comme 





following. It is page 89 of the brief. 








on or about October 23, the solicitor for Hydro, Miss 
in written communication, made it clear that the guarantee of 
the Province of Ontario would not be provided in connection with 
the Hydro transaction. It is also in evidence..... 


Mr. Genest: Mr. Shibley, I think you are overstating that. 





DE be oa te Bg); aee2 el Oe Miss West said, as I read her letter, was what is the 
Oa pean 
Mr. Shibley: Well, does it really matter, Mr. Genest? 
Mr. Genest: No, I don't think wo Sian vis feroled 00 








accuracy. 

Mr. Shibley: Well, then - - 

ok CRE OT 

Mr. Genest: I never know what you are soins to make out 
Ota it. 


Mr. Chairman: We have our moments here, Mr. Houser. . 





Mr. Shibley: That is what I call getting sun shy. 





All I was trying to do was establish a date of reference, Mr. 


Houser, and it is also in evidence that in memoranda of October 20 


be 


you indicated that there was to be a provincial at arantee, this is 
notes on the Gocumentation. There is another memorandum of 

yours, I think, indicatingthat it was to be deleted from ali the 
documentation, so in the period October 20 to wn er 23, it became 


claar that the guarantee was not to be part idle ne ai 





Mr, Houser: If T may, Mr. Shibley, am 
Heenan ee ceeenecmiantamnne tae ; 
concerned, it became clear much earlier than t suarantee 


was called in question. When the guaragntee was Pirst produced to 


me in the documents, I toid Mr. Bradshaw and others at the meeting, 


that there was nothing in the materiai I had that indicated there was 





ie 


aa Te = 


Vee Se 
ER 


this 


any provincial seuarantee 
took place in September, 
"Well, 


: Seay ia es ae ri m 4. ~ 
when you ardre—drafting wv IT 
i 


5D 


e) 


resolve the questi 
matter with 
either, and my information 1s that 
there was to be a Suarantee, would 
for those. WE never did get those 


on October 20th when we were going 


the Pinal SR IEE 


SULlLE35 


whatsoever of the 
At that time, Mr. Bradshaw 


tnose are contrary to my instructions, Mr, 


You 


n of the guarantee”, 


6/7 2 
0Of FX 


Save it ye 


I then discussed the 


MeCalium , and he said he had no instructions 


he informed Mr, Moog if 


he give specific instructions 


specific instructions, and 


OVED , =m 





towards 


(Tape H-2185 follows) 





(Mr. Houser) 


“I prepared a long memorandum for Mr, MeCalilun and in that memo- 


randum I said should we not delete the r 





sPaARmanr tt ee 
ne relerence “provincial 
government guarantee" and at a subs equent meeting, I believe 


held on the 23rd, there is no question about it, it was deleted, 


and that was before I received Miss West's letter, 


Mr. Shibley: So you are Ceti nee 


ps 
(ee) 
€ 
: 
| oa 
vt 
= 
Dd 
m 
ct 
Ey 
3 
ct 





when you did your draft of September 15, which is exhibit 


Mr. Houser: I am familiar with S te, 





Mr. Shibley: ...4 one ninety-six, that I ask be 
ee age ES i 


mS 
Oo 
j 


duced to you, that you had already indicated to Mr. Bradshaw 


that you had no instructions to ‘include such a provision and 
that you Pace went fos rward and included it at his ere ly 


° 


Mr. Houser: That is correct. 





Mr, Shibley: Now I ask you ta look at the face page 


pide eens eee 
of that document, Mr. Houser. 


Mr. Houser: Which page? 


a re IONERN ep ete 


Mr. Shidvley: Actually, there was a little slip of 


TNE ASOT TRS RSP 


paper - I'm sorry ~ attached to the documen nt, which has been 
Taper 
reproduced on the front of it. Very first. Slip of paper, 
many A 
A little Ogee cua youfhnave difficulty reading the photocopy. 


It says: "Keep as evidence of Himore's agreeing to the 


province's cet eae 11". And the guarantee is Pound 


Ontario Hydro and Canada Square by Her Majesty in the right 
of the Province of Ontario as guarantor of the obligations 
of Ontario Hydro thereunder prior to the da 


” it 
Ontario Hydro possession cf the building 





and so @ on. 


ea 


Bradshaw veferable to you having had no instructions to that 








OTE TE 
5 ee a Sa Ses , ae aS ew 5 : = 
Mr. Shibley: And, accordingly, when this document 
9 Onmv > > 
el AES SEEPS AL 
this draft was veceived into the hands of the Canada Square 





ing 
2. 09 4 ee Soe y a; : a So oa ett tet fe Wee 2 a4 
were only pe because he had asked you to include it 


4nstructions to that effect? 


Mr, Houser: That is correct. 





Mr, Finlayson: But remember that note was Pound in tM 





Canada Square %& file and not in Mr, BradBhaw's file. 

Mr, Shibley: Yes, exactly. Exactly » 

Mr. Houser: I am not at ali certain that Mr. Moog 
wasn't also present when we were discussing these agreements, 
pecause he was present at most of the discussicrs that we had. 

Mr. Shibiey: I see. You are talking about Mr. Moog 
possibly being present at fhe meeting Wt which you had this 


exchange with Mr. Bradshaw? Is that right? 





Mr, Houser: That's correct, yes. 
Mr, Sh&bley: In any event, Mr, Houser, you never did 








agree that the province's guarantee should be part of the docu- 


mentation? 





-- no, I will start again. di have already given you some 








Myr, Houser: I think the answer to 


is that we informed Mr, Moog that there would be no guara 
; ra 





iy TT sa wa oA! ® Aili Gare fie . Bie & he ea 
My. Houser: And we were waiting to see 








any such specific instructions came. 
Mr. Shibley: Yes, 
cae a hele Tar aoa 


Mr. Houser: We did not get the specific instructions. 
ee so Sees Fe 
When I was going over the documents prior to October 20, 2. nad 


earmarked that as one thing that must be nla consideration 
and my memorandum as of that date indicates that this is some- 
thing that now must be delsted, 

Mp. Shibley: Yes. Do you have any knowledge or 


information as to any efforts made by Mr. hag Mee ee 
fromnca {22 J é 


Cd 
H-2186 follows 





Mr. Houser: I have no information. 


ad 








Mr. Houser: None at all. J do nothing in respect, of rm 


Mr, Shibley: When you say that; what eaused Miss West to 





write a letter on tm October 23% 


bj 
Mr. Houser: Miss West, and I haven't her letter here, but 


— . 


you might find it for me. 


Mr. Genest: Page 86. 


en EIN S 


ct 


iy, on page 


(©) 





Mr. Shibley: aS bate of NEN gs own orief a 
86 - 85 actually is the covering Vetter ; : 

Mr. Houser: Reading from the Letter tis WEst is simply 
saying that she has had a copy of the documents. She has gone over 
them, and then she raised the question of the participation of the 
Crown and the right of Ontario. 


Mr, Shibley: Right. She had received these documents 





for review from whom? 


Mr. Houser: Mr. Candy had given them to her. I was rather 





gurprised to get the letter because she had taken no part in the 
drafting of them, and no part in the negotiations. 
Mr, Shibley: I see. So regardless of what posture she took 
RS ss aS ; 
in her lettexto you, you and Mr. McCallum certainly intended, as per 
your memoranda of October 20, to take issue with the inclusion of 


that, unless there was specific instruction, or confirmation from 


the government that the guarantee would be provided? 





Mr. Shibley: Now when you raised the withdrawal of that 
OLED OCICS SITIOS 
guarantee, I should tell you that Mr. Bradshaw 's testimony is that 
he heard.of it on October 23, that the guarantee was not to be 
forthcoming, and in answer e a question by Mr. Renwick, he said he 


was surprised to learn that the guarantee was not to be provided. 


Mr. Houser: I believe I spoke to him and my recollection 





woulda be that it was ; 1e6t er ine . 
would be that it was at a meeting that we were going over in my 


(Me. Houser) 
long memorandum. 


Mr. Shibley: Yes. 


SO ore 
EI BY 






ree nouser> Either *that or is it a “phone cali’ © 


spoke 





to him. I don't know that there was any great surprise evidenced. 


Mr. Shibley: I. see. I must say the import of his evidence 





as I understood it, was that he was expecting a guarantee until 


Jf 


Oetoper +235 "but YOU Kn 


Mr. Houser: I would not agree with that, Mr. Shibley. 


Sr 


Mr. Renwick: Mr. Chairman, may I just interject here. 





Mr. Chairman: Mr. Renwick. 





eed 


Mr. Renwick: I don't know whether there is angthing a eG 
or not, Mr. Houser, Mr. Bradshaw first said that he heard about the 
withdrawal. of the guarantee on the Monday, October 23. Then he 
corrected himself, and he was acting on the advice of counsel with 
respect to his privileged position or the privilege of his client. 
He then stated it was on October 22 that he had heard, which was 
the Sunday, and he was very precise about that, and that it was 
tn that context that he indicated that he was surprised to hear. 


Do you know of any other source from which Mr. Bradshaw could have 


heard that the guarantee was @ no longer to be provided? In other 


Bore tie may have been used to it by the time you discussed this with 


him. 


Mr. Houser: I dont know of any other source. I did not 


ead 


talk to him on the Sunday. It would be the Monday that I would talk 


to him. 

Mr. Renwick: Did Mr. Bradshaw ever indicate that it was 
anything more than a try-on,to have insered the guarantee in the 
documents right from the beginning, or that there was a real 


expectation on the part of Canada Square that the guarantee was 


he deal? 


RE 


part of 


Mr. Housem When we first discussed it I gathered that 


RN tn deg re RO 
Mr, Bradshaw felt that there might be a.provigneial government 
suarantee made available. But after the first discussion in which 


sy 


g A + mr + zt . mit 4 + 
JT said to him I had no such instructions, we weren't going to 
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see 2f theyucould vet “ic; There was no great consternation 
evidenced to me when I told him that he couldn't have it. 
Mr. Renwick: Thank you, Mr. Houser. 


Mr. Shibley: In any event; you didn't intend your draft of 





september 15 to evidence your agreement that there be any such 
> 
guarantee. 


Mr.Houser: The answer is no. 





H-2187-1 follows 











Mr. Houser, if you look at the meckets on 89 


23rd: sg do I take it that that doc 


Rig: 
cx2et and 
S 


Mr. MeCallums, is #& a docket of the time ex; 





considering the guarantee but the documents generaliy the whole 


aa 


) 


tS 5 
of the documentation vr referable =e the transaction? % 
3 
Mr. Houser: The answer ir the whole of the transaction 
Sa ESSE ; 


and it was only a momentary discussion of the guarante 


tb 
= 
ce) 
ca 
}-% 
a 
ue) 
fy 
kf 


said that since we had no instructions to put it in, it was coming 


out, and that was it. 





Mr. Shibley: May I ask you as,an aside, why was the date 
of October 18 given the documentation when you were still reviewing 
them in their detail on Octobanr 237 

Mr. Houser: There ia no actual answer for that, it is IRQat 


sometime as you prepare documents they get a date put on them and 


He 
3 
it) 
ee 
1@)] 
et 
ea Je 
vt 
ou 
fs 
er 
(D 


that date stays with them. There was no significa: 
of October 18th, 


Mr, Shidley: That date cannot be taken as being nee 
RCN eens 


wm 
ie 
a 
I 
pe 
t+ 


uf 
the date on which the documents were Settled, executed and delivered? 


My. Houser: If we were being very formal wa might have 
CPO ALD SR EE é 
/said dated for the sake of convanience a3 of Ostober 18th, 


Mr, Shibley: In any AIASURS is Housey the Pirst occassion 
Pn re mee ee 


on which you discussed the deletion of provision a3 to Puarantee 
Bes av the meeting of October eis 

Mr, Houser; No as I said earlier 

onremerenteecnteeteniemcanttee, ; 

Mr. Shibley: I'm sorry, other than what you've said, in 


LO 
terms of brifting it home to them that it now had to come out 





| i 
because you hadn’t a letter. 









Mr, Houser: Not to my knowledze. 


Mr. Shibley: Nor have you any information as 





Mr. Houser: I have no information. 


g@i¢hnougnht think Mr. McCallum may have dealt with it on other 


Me. Shible f want to take you forward in the brie? 
(Seeder: 


of documents in front of you, Mr, Houser to the aac 


of all, to page 99 where the” cakes memes total docket hours 


well fist 
» 


are indicated 


SOA 
at the , tail ond SEhunierttten notes as being 205 hours 3 on page 


99. 


Mr, Houser: That is correet, 


etniiteee  e 
Mr. Shibley: That's-the la of a series of handwritten 
ene eS 


notes of Mr. McCallum < 





which we were 


trying 


vo establish a date. I remind you that the total docket hours 


cnarged out in your billing was 220 as at December rae 


Could 


you by relating to the docket nOEDS ee Lve us some indication 


as to when these notes would have bean made? 


Mr, Nawaee Mr, SHE DT eye really don't think 
2 


is a fair question. 
wn fr 3 
{ => A ee 3 


? 
el RSs aus re 


that 


Me. Genest: The whole matter was put to the author. 





My. Shc-ibley: Well If he cannot, (w yell hats in 


Mg 


here he's got 115 hours, to you know at what point of time you 


Mr. Houser: I can't actually give you the exe 























————S——— 
































Lekoued &) 


te: 
bec 






920 nours. So it would D2 


December os and Saas total of 


ereeee eee . 
sometime earlier tuaesx than shat becaus 


amount of work done & 


e there nad been 


a certain 
in Novemoer. This momo propably was mad2 
November? » but L nave no actual date for it. 
Mr. Snibley: Then I want to sake you to page + 4 








docket of that day and it records a telephone conversation 






man of London Life re financing. Would you please explain 











Faoubt aware, Mr. McCallum and I have been partners for aimost six years. 
ior to that time, he had h 

closely together prior to the time of his coming with me. Some six 
years ago he came as a partner sorzour firms During my association 
with Me. McCallum and Mr. McCallum's association with myseif, we have 
peen fortunate in handiing a considerable number of large development 
projects in Metropolitan Toronto and other cities. 

We have arranged a considerable amount of mortgage 
Pinancing over that period of time. We know where certain funds are 
available and under certain circumstances can be obtained. I have 
always got a great deal of satisfaction out of arranging a satisfactory 
transaction fx for my clients. 

Tt was at a meeting of a board of directors of a company 
whieh tf am a director of and I spoke to someone associated with the 
London Life, discussed with them the situation pertaining to the Hydro, 
without any instructions from the Hydro and without any instructions frol 

anada Square or their solicit tors, to see if they were interested in ee 
arranging the financing of this project. 

On November 6th, I believe nerd agp three phone calls 
from Millman, although there are only two of chem shown.in the time 
memos. I had a phone call from Mr. Millman of London Life and we spent 
some time discussing the financing of the new Hydro project and at thatil 
time I think the rate was quoted at eight .and three-quarter per cent. 
There was no firm commitment of any kind given. Then, the matter was 
left in abeyance. I mentioned the fact to Mr. Bradshaw and Mr. Moog 
at a meeting. They evidenced only slight interest because the interest 


rate was more than they were prepared to assume and I think a rise in 


one per cent had the effect of increasing the cost of about 





























7 discussed the matter 1 pelieve with Mr. MeCally 
p 


with Mr. Candy, casually. T then had a 


Mr, Millman as shown py the subsequent memo, endea 


te below eight and shree-quarter per cent. I could get 


pat 


commitment for a reduction of that rate below that amount. 


there was some 4ndication that it mignt have ocen Di 


that amount. 


Tt then had a telepnone 23 call or a diseussion WwW 


= 


Bradshaw or Mr. Moog - £ think it was Mr. Bradshaw - toid 





had done and he evidenced no interest whatsoever at thas 


dnit pursue my 


financing; said they were not interested - 1 shoul 


inguiries, that they would look after their own financing. 


T later then telephoned Mr. Millman and explained the 


situation and the matter was ailowed to drop. Tn doing it, had two 


things in mind, perhaps three. Most of the financing we nave arranged 


over the years nas been for private developers who nad been very wary 


of porrowing on foreign soil and paying foreign exchange yates. They 


don't wa want to run the risk. I was concerned with the risk that 
Hydro was running, was trying to get rid of it; and secondly, an being 
perfectly frank with you, 4f I nad placed 4 ioan of $45 miliion, there 


would have been 4 gudstantial fee in it for v 
eS) 
yseif to nave put 


derabie satisfaction ror my: ; 
tor, 
-agted in aligtnose 


she firm wd I W2s interested 


an it and also a consi 


together the financing for the oroject ane {T was inter 


three without instructions from eitner my client or Canada Square. 
iy 
Mr, Houser, that's/very heloful 


° 


Mr, Shibley: Thank you, 
sauce) scence 


outline. In the course of your communications sherefore with London 
= ; 


Life, was there any discussion of the alernative financing 


Sauare might 2 
hi. ee 

AH=2189 to follow) ~~ 

beach: 


ee 


\ 
SAT © elle 









There would be no elaborate discussion. There 


. 
> 


House 
discussion when I was trying to have the interest 

ll they are trying to get American money and 
they may get a better rate than you have got i? But beyond tnat theme 
was no discussion. 


° = 


Me. Shibley: in particular 1 take it from your answer there 





was no effort made to have London Life assist in establishing, so to 


speak, the credit of Hydro on the transaction as equating with that 





of the province itself? 
Mr. Houser: None. We didn't go into even sufficient | 
details to handle that situation. 


Mr. Shibley: Mr. Steadman had said that in a conversation 





even prior to October 23 that you had raised the possibility of 


| 
funding their permanent finaneing with London Life, and that Mr. Moo 


had indicated that he had no interest therein. | 





Mr. Houser: I may have raised it. I had done no work on it 


aerated 


pecause the meeting I was at, I believe, was after the 23rd. 





it 


only mention that, 
> 


Mr, Shibley: Yes, so that, Mr. Housex, 
pet LD 


3 


I take it therefore that if that is a fact, and I am expecting | | 
Mr. Steadman's memory of having raised it even prior to Cctober 23, 
that if you raised it thereafter it was raised by you as part of the 
coincidence of being at a meeting with a senior director of London | 


Life? 


Mr. Houser: I had a different thought in mind completely, 
SS LLL LOCALE ID 





Mr. Shibley: All right. 

Mer. Houser: My thought was that if I could arrange the 
financing at a satisfactory rate, that I might make this proposal 
to Hydro that they should go for Ganadian finacing, and that they 


should up the rate, the rental rate, sufficient to take into accoum 


the difference in the interest, and timmiax thereby avoid the risk 0: 
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Mr. Houser: And if I eould have said 
Ae Pa tr i 


Seven cents a square foot you can avoid all th 


99 Kee 
exchange, I ae Have made that recommendation to 


So, and that was the plan I was working with, TI; 


(D 
a 
Je 
ie) 
ry 


concerned with trying to arrange Mr. Moog's financing, as I was in’ 


trying to get a better deal for the Hydro and 


d to rem: 


hydro's contract the risk of the foreign exchange, 





ibley: I understand, That was a risk that was in 
Set ee ee | 


your thoughts and that Hydro were being required to assume, 
Do I take it that you didn't bridge the Spread of the rates 
sufficiently to make that overture to your elient? 


Mr. Houser: That is correct. 

re reese 

Mr. Shibley: Members of the committee I am through with... 
Sn ennnonenareunvampestnsnetgsremignaneas 


Mr. Genest: Mr, Shibley, I wonder, just to clear up on that 
Dee 


Sub t 
las Sudeste I wonder whether the witness might be asked whether 


at that time he haa received instructions from Hydro as to their 


lack of concern about the foreign exchange risk? 
Mr. Shibley: Would you like to answer that, Mr. Houser? 
SEITE trae ee a . 
Mr. Chairman: Do you want Mr. Genest to repeat ot i 


Mr. Genest: Did he understand Ave 





Mr. Houser: No, no. I understand it perf¥ectly. I am 
trying to piy“it together, Mr. Chairman. 

As I worked along through the contract I was being 
continually told that the risk wasn't as great to Hydro as it would 
de to a private investor. Nevertheless, I always felt that there 

QA 

was some risk in borrowing money atyamerican excnange rate, ere 
I could eléminate that risk without too much cost it would be Something 
worth doing. 


Mr. Renwick: Mr. Chairman. 


— 








Me. Chairman: Mr. Renwick. 





Mr, Renwick: Just a couple of questions. Mr. Houser, the 
evidence indicates that on November aoe 1972 eee Canada Square 
received the commitment of Prudential. I assume that when they 
told you not to do anything further about Loncon Life or any other 


Source of financing that they didn't tell you that they had made 


1 ; = ae So Be ~ = fe | i a +h > 
neir arrangements with Prudentialy.or did they? 


H#-2199-3 7” 
My. Houser: The answer to that I think would be "No". 
Mr, Renwick: Thatthey didn't give you any information. 


Mr, Houser: No. I knew they were working with a New York 





because on occasion they couldn't come to my office because 
to go to New York. But I was not given any firm instructig 
financing had been arranged. 


Mr, Renwick: What position does Me. Milliman hold in Londor 





Mr. Houser: I think he is the senior mortgage supervisor. — 





Maybe higher than that; I'm not sure. 
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London Life financins? 
Mr. Houser : I think there was a firm interest. 


Mr. Renwick: Do you think it went any further within 





London Life or do you have any information as to whether it went 
Sepa further? 


Mr. Houser: No, I don't think it went any further, 





because Mr. Miliman was after me to get some information to pass 
on, and I was not prepared to pass on any information until I 
had a firm 9 commitment from either Canada Square or the Hydro 
that such financing would be acceptable. 


Mr, REnwick: So you wouldn't have any reason to beiieve 


ALL LLNS LAA AEN 


that it would go to the, if there is a top Level above Mr. Miliman, 
to the tov level in London Life or to any investment committee of 
Ats board of aieectore 


Mr, Houser: I would say it did not zg ‘a to the investment 





committee of the goard of directors. 


Mr. Renwick: Thank you, Mr. Houser. 
cere evgrnireeenenennnse aaa E OC, 


~ 


Mr. Chairmaaa; Mr. Glen Hodgson. 
ce OCR EE 


Me. R. G. HOdgson: Did fT understand you right, Mr. Houser, 


pe oA RRR ESS T I OE EEE A ES I DTID 


that due to your contact with someone associated, that Mr. Miliman 
called you? 


Mr. Houser: That is correct. 
Rr PN 


‘ ‘ao ny 2 Gy he oo f rar aay 
Mr. R. G. HOdeson: So the message got ipmn 


eee 
SE 


you were talking to at the other board meeting, to London Life, 


Mr. R. G. Hedeson: And g@ Mr. Milliman called you 








ty, 


Mr. Chairman: 
i er / 
q# winning. 
Me. REnwiek: While we are waiting, perhaps I eould ask 
SA TS 
Mr. Houser a question, Would gees he have vreferred to have 
taken Mr. McCallum's place and spent the summer with us here aP 





oe Lys = STF ey ily 
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Me, Houser: That 18 correct. 

Mr. Chairman: Mr. Shibley? 

“Mr, Shibley: I wanted to introduce for Mr. Houser -- 
pefore I do so I would like to show something to Mr. Genest, 
T may have two minutes. 

Mr. Chairman: Right, Mr. Shibley. 
. arr : 
: It is the first time this hearing he has 
A 


E 
g 
; come to me? 














enest, you are 


YOU are, winning (rs 


° 


these hearings? 
How did you arrange to do otherwise? 


Mr. Chairman : 
Mr. Houser: Weil, it doesn't always work that way. 


There was one summer when I had to stay in the city and Jim 





fot away. 
Mr. Shibliey: I have solved my probie: 
Mr. Chairman: So he is helping you now, that is a 

is an unfair comment. 


that 
There is an obvious consviracy between 


enange too. 
Phere is 2 
ys 
Ny Pen 


Mr. Renwick: 
Shibley and Mr. Genest to produce a witewashsa report / 
A rh 
3 om a tensZee ° oe 


what you call editing 








° 








Mr. 
Mr. Shibley: It is 
CeSL Hhase nee DEED OST emny 
Serpe m I am sorry, Mr. Houser. = am showing you 
what is the first page of a memorandum. The rest of it is 
It is #% dated September 6, 1972 ~ 


irrelevant to this anquiry. 
Tt will wait until members have their copy of g it. 


when you 


Mew Chats Exhibit 228. 
EY EN SE RP RENT 

Mr, Shibley: Sexy This was a period of 3 
cer AR ORIOLES 

Cy matter, and I take this as 


responsibility 





a memorand’ 


in the 


Ad 


nad some 





_ 
, Wir. Shipley 
BL by 

ose ail @ McCallum that on the night of Wednesday, the 








spoke to Mr. Candy and"discussed the meeting which was, 


eggm office on Thursday, the 7th. It was agreed that they woule” 


cf 


handle the details and if there were probdiems f would find out 
sy laa 8 Bagh g 

what they were from Houser and i Mou LA / eons them to Candy: 

We would use our best efforts to iron cut the kinks as they arose. 

On Zeeeex Tuesday, the Bins 2.nad a Lenethy meeting with Houser 

4n his office at which we went over ali the points that he had 

noted sa from his reading of the papers. PESOS or Tuesday, the 

5th, telephone conversation with Henry Sissons." That is in 


brackets. "And the general strategy was set, py os rseehie and when 


problems arose, T would be told about them py him, and Sa 


| 
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t being 

j : ; : A 4 aes % that 

Seuid work them out with Candy and with Moog. He, ** 
ne because 

; > +> ary bin 

ZB rself, Mr. Houser Ly he was not to take a hard line *3 

4, 3 tic declaration 

. ; ware) nS) 

was in Hydro's interest, now that they have made a ** 

wid get the 





the deal, to try and work out the preper 
% 
uiilding constructed, 
ting 
‘ 5 eile respec 
Now, Mr. Houser, I would like your evie® 
ee ie AL Chabad 


7 instruction, if you like, or advice or direction. 

q sana that were 
j  BSuaexe receiving at that time, vis-a-vis the negotiativ™ 
j 


underway with Canada Square. 


two 
4 gomment or 
Mr. Houser: I think perhaps I'll make 4 ° 





before I answer. 


My. Shibley: Surely. 





ad 
; ie, McCallum an 

Mr. Houser: As I have explained befor4: iv 
a eee 4 by large I =| 
tfhandled a considerable number of large transactions ‘!' 

years we have 

mean some of the largest ones in this city. Over the Y! | 
.» but one of the 
adopted a certain method of operation. We work toga nner 
a Die negotiating 
two of us is always the lead man on the team. One doe 


and the other droes the back-up work. Sometimes f a 


centh.. ifeme 


negotiating, particularly if it is one of my personal #7**~ 

is one of McCallum's elients, He he will probably do ¥/'% 

LI will back him up and do the work in the office. 

nw ee - two 

We have found by doing that that we nov%’ 
; 7 Waa . more gentle and 

conflicts of opinion in public and one of /Always taku» * 


congenial line with the other side than the other. 


Me, Renwick: Just like the police ds*#”’ 





i “4 
a sags 5 


Mr. Chairman: Sounds like a minor com** 





doesn't it? 


= x 
——_——_——> a 
pikoces —~ Always work in a pair 
4, 3% Lege 
Mr. Houser: #@ I can assure you, gent 
oo alta 
most satisfactory way to work. 
Mr. Chairman: Most successful, anywe 
aon St os een 
~ong, and I am 
Mr. Houser: Most Successful ‘ggg 8n 21-7" 
tte eee > a 


Saying this quite humbly and Mr, Shibley has some kr~= 


eeen <nown to be a very tough negotiator, 
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DT 
Mr. Shibley: Yes, I know. 
Mr, Houser: ft am k going to stop here and tell a 
' Mr, Shibley will forgive me, out this is one of the most priceles 
things that ever happened We were having a meeting with Mr. s 
over certain contracts some years ago. All of the names shall remain — 
unknown. And after we were discussing the contract which had been mad 
DY a client of mine through his company and which was not being fulfil 
in the way originally planned and other arrangements were being made 
~ again, a very substantial contract - Mr. Shibley turned to ny client 
and said to him: "Of course, you have no objection to putting your pers 
covenant on the document?" And my client turned to Mr. Shibley and saic 
to him: "Mr. Shibley, I gave that to my wife 25 years ago." At that 


point the discussion about the personal covenant ended. 


that? 
Mr, Shibley: Yes. 
Mr. Houser: However -- so on this nig 


Jim was telling me that he was going to deal with the 


and he was wanting me to work my way along and not to 


not to start taking a tough line with the other side. 





Do you remembe 


ht in question, — 
Hydro Commission 


fet upset and 





i lia do aera mea x the negotiating this time and you do the work behind 
+ | A i A y Ey 94 
> Sag He said to me that I was not to take a hard line with the other 
Side and I didn't. Evidence the the zaNzk&2a contract 
of the part in respect of the Onta if T had been the 
chief? negotiator, I would have crosse the first time I saw 
it but I wasn't so I left it in ameI can te ou that MeCailum did 
‘ad Ss) 
the negotiating and his office is down the hall some Gistance from 3a 
mine and on occasions I could hear the voices in the far corner when 
they were discussing terms of this contract but I did not do the hard 
line negotiating, 

On one occasion I had vO step in because it was getting 3 
hot; I sent MeCallum out and took over Sut other than that ft did not do 
the hard line negotiating and kept an even stance as I was instructed 60) 
do by McCallum on this contract, 

Lowahlor eA j 
That's not unusual. Tey week that plan on a great many 
g 
contracts and it has worked out very satisfactorily 




















3,00 to 3.50% oF 
Me. Chairman: Now that yowisecrets are revealed, do 


a 





ink you will be as successful in the future? 


Mr. Houser: { ¢hink 60. 
peas eee 


Mr. Deans: Have you arranged the same sort of format 


Rn A TK 


¢ 


committee? 


w 


Mr, Shioley: I have no further questions of Mr. Houser. 


see cent REALL E OL AOO 


has peen very helpful to have you. 


Me, Houser: Fine, thanks. 
Gia ace ET 
rah) t + =i as , A : 
Mr. Chairman: Thank you very much, Mr. Houser. 
Sie ae Rotasearaiente che EI 
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HANS H. RASMUSSEN, sworn. 


Mr, Chairman: Mr. Shibley. 
a 











with that firm? Or associated with the firm? 

My. Rasmussen: I am an associate partner of the 
firm and the manager of theToronto division. | 

Mr. Shibley: And ghave you resoonsibility for 
appraisal work in connection with KZ Hydro's head office 
building? 


Mr. Rasmussen: Yes, I do. 





Mr, Shibley: Weuld you please teil the committee 





what your re ibilities in that connection are? 


Mr. Rasmussen: We have been hired by Hydro to 


evaluate the construction costs of their headaug 


<9) 
eG 
nm 
° 


Mr. Rasmussen: In November of i< 
Mr. Shibley: Did you undertake a revisw of the 
specifications that were laid down for the Hydro buildin 
and such drawings as were available to you so compile an 


initial report in that regard? 


fir, Rasmussen 


ht 
03) 
tee) 
ww 
= 
ep 
89) 
<4 
ce 


Mr. Shibley: When did you complete the compilation 
WIRE SE ee 


of your first report? 


Mr. Shibley: That would be your report of April 25 





which is exhibit 202 in these proceding 
produced to ybu in a moment. Now in the compilation of this 
— 


eport, had you received your in 


ta 


to what was intended to be enccmpassed by the contract with 


Canada Square? 
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Mr. Shibley: Did you n 


with Mr, Candy to discuss the bui 


pilation of your report? 
Mr, Rasmussen: No, I did not. 


, event, you combilied 


what is now exhibit 202, pril 253 and did you 


deliver it on or about that date to Hydro? 


Mr, Rasmussen. Yes, It may have been a few days 


Xaxkz later. 


Mr. Shibley: In Looking at that axhibit, you broke 


out the element eture into 12 specif 
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subsequent in-put 30 to speak.of more precise pians and more 
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/ v 


Me. Rasmussen: Yes, I believe it is correct. 


RO TINS 


d 
Mr, Shibley: On the other hand, 8 certain elements 


? 


that are inherent in the structure of a buiding are vary basic 





and not subject to a great deal of variation. 


Mr. Rasmussen: That is correct. 





Mr Shbley: Would you go down with the committee and 





dealing with your first report, the substructure, and outline to 
themy the approach you tooky and the information you based your 
ealculation upon. 

Mr. Rasmussen: Well) we divide any t= building up 
in these Same elements and although we may have very Little or 
no information whatsoever we usually at this stage of the game 


5 5 So 4 a S } 
base our figures on historic data on previous bDuiidings shatwe 
( 
have worked on. 
Por the Hydro building we did have some information, but 


we had none, for instance, on she structure itself, without it, 


! $ 
«3 being explained they should be a econerete structure. 
So when we break out the two 4tems for the structure, one 
ho 


being substructure, ore Superstructure or as we eall it just a 


“es : Vvaucd : 
gin our substructure allowance, allow for anytning 


2 
/ 
that is below the so=calied slab on grade gor the first.floor lev 


In this case it includes for excavation, I think it 4fneludes for 
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to the building itself. The 


OQ 








, Bee ve 
- ay ag 
“‘Shmsinle ame a a, t Sy ee Be. dp _ 
5) “a i - 
| ame ata? PARAL! oe ROR ane. Sree oges Bile Fy eoketey. Pree 
PF eit: Sho Spat oF won oF Wives {fave hsas 






(02 AOA qe 


a 
; ’ 








630 Ghbetucnnt oa 


REF Sigdi. ud iz +02 SWEREIN Aer: woll” Wold ‘so i 








se acts, bet of Paw ct wie at , ) hi . 
oar ow 7 oy @ruaw Ll. ne #1 7 
- L fox oss ViUGs "Selo offs S? fsa : 
;, : ay - ° °F ‘ . P - F - ) 
¢ 2 ee te « . P 
owe SE Oe fon gli te™. Doty ® 48 } ‘ 
= 4 ’ a ® 
fl ae 
Tt 3 f ' | 
n ns 
O° Satie ost ; -" 
hig 
ver t f] a aly To : 
4 “~“" ul 
: ‘i vow 
g eer ; . 
» \ 7 
end nn: a 
-. r aan 
vi 
a uq ne flee: 
> P| TaD 
ry 
J * 
é on 
1 
, oF Jen U : i 
1 bs 7 
S SO8ihceit ine ns : 
- rw © 
@ a - 
- bi “4 
Sits: ~ ; ©) i @ { 
a are: 
. : u . 
: wo y J " . -- 
. as 
7 a Ca! ® r 
a - ie « J rs 
FD A s =" eo 7 _ 
i ssi 
‘ ' ' 
: ; : 
; ; as 
( 
. ; 
4 : = 
oA 
7 f 
é 7 





ee * ty e Hy 
8d > ie ieee 3200, 9/1) 

“> 3:10-3:15 pm 
Cees 


-~.3mussen) 
2 Rm a <9 7 3 ee Seat ‘ - 
,sated under te superstructure elemen 


hae of this anformation was aval jlaple to us at 
{ 


L a rs ys rh eee : 
;ime ee ee ere told was that epg WOuld be a conerete 


oi 





f 


ae a Af *. ee 
Mp. Shibley: I see,f/sow then _@g similarly with respect 


Se 





#. the balance of tne preaxout, you were relyin: 
the information then available to come to these 


My, Rasmussen: Yes. 





Me, Shibley: Now SUR se going into detail with 
4t now, I want to move to waat amounts to what we call the second 
report, which 2g exhibit 203, and 4" the clerk could give you chat, 
or has given it to yous, What's dated May 17, not to be confused 
with the ultimate..s 

Mr. Rasmussen: May 17? 


Mr. Shibley: May 17. T'd like to know what transpired 


ca OLED RSE OLED 





in the interim, Aprit 2 Gls 37 3,ene May 17, 1973, that 
brought about the preparation of this document? 


Mr .Rasmussen: When we had prepared the April 25 document , 
Seikaigenso sina cesnenn caren eee a 





were trying to reach Mr. Candy to sit down and discuss the 


details @ with hin. But due toother activities Mr.Candy was 


We finally typed up this document and gent 4% down to 
nim asking for a meet ing, g in which we co id sit down and discuss 
4s. We finally had the meeting, Y believe it is May 14th or 
approximately there abouts, where we discussed some of the details 
and he corrected us on some of the 4¢ems that we nad in here. 


umber one, your 


Me. Kasmusasen: That's right. That led then to aur 








Mp. Shibley: NOw in that connection, was 4% then Mr. 
sliced « Loctite ohne ae 
vProOUgnat 


Candy who Sime about, let us ay, Che changes in terms of 


\ 











re ae : ‘ <a pO 
Mr, Rasmussen: Indirectly he asked us to gdjnhave a 
na 
Wo - ‘ 
icok at the site, ‘Whoich we did, and we were siven some additional 


information at the site,# because this particular work was 
actually going on at the time. 


Mr. Shibley: All right, and you satisfied yourseif 





S 


as to that change? 


Mr. Rasmussen: Yes, 





Mr. Shibley: All right , (ith respect to the next 





er 


im 
: ie 
item of structurSyemained the ame. 
r ars 
Mr. Rasmussen: That’s right. 
emai” 


Mr. Shibley: Then the third item, exterier cladding, e 





H 2194 to follow 










ee ene: hes ate 
a eann(ia. ot toa GPS) fee vent veg sed mir 
spelling ed+ og Saipisin albeedxs og Sn et eae 


a? Sa bd > J 
ven 2 an geirncaae 







epereent, P24 66: ouc bce pe 4 bellile ye 


a i ca «) Ge eanes 6£'°o ok Cate ef. 
e700 ; rahe | © Same pi “21 Sweeny iso Prag 
ied or io srvsiwmt latins cde wees 6 wk . teed 
o 2:23 @ ¢ T f 9 ee] . ra 
- sa - = a 
Penaee oi SW Glci ges caselio i ‘OW op 4, MSs 


iy he ae dee) 4 Ie OWT . OS 2Fp! dS, ee fe 
Be : ainant a 
SAC USieiac ! a : vw ope a | ens Sn Oy 
| ae? epee hoon 
4 BS it Sofie) 3 i ia a > < fi Peel) 7 a in. Sty 70 ene 
i 7 4 Pe ew 
j = iy , = ~ 
& S35 ° - Pie =| 
oF "a : : > 4 


44] Yeas’ - ) > i " ny Si e@ r -— od 
4 


oS: Asal ote / i 
1 
t 
7 
fap bon : : hag wun t 
AvRE 
Sots. fr. per i ; ee 3) a ’ 
: 4 i] A - sf, i oe lf rl a ’ 
B95 feiJ cc. ¢9 A i } 4 iets Sel Oomg rR . weil vy Paw a -_ 
ot? 
Sh wigwerts io ys y Pega ety Gs “uy \4 ig 40 
' < 
‘ t ty ail e ) SH Oe 3 % go 4 , ! 7 > 4 , 
a ofan. é ce : ‘ : = 205 ¥ 
e 5 es 





H-2194-1 





f 4 


a ee eur 
Seat ein pley } 
EF 5 tion = “ 
‘ 
Sig ¢ : : 
aye ie ome ee 
+oT Sag eee Re RO —- 





Mr. Rasmussen: Correct. 





Mr. Shibley: So that version number two ;- the first May aa 


-— 


report, having been reviewed with Candy, no change was made tc the 





4255 


provision as to exterior cladding on the: building. Is that ecrrect™ 


Mr. Rasmussen: Right. 
eis eee 


Mr. Shibley::.Then going down the line; interior partitions 









there is not enough of a change to discuss there. Similarly with 
vertical moveswent, there is slight increase there. Interior finishes) 

! 
| 


however, is a very substantial increase of some <aituemewawet $3,300 ,00 


Mr. Rasmussen: That is correct. 





‘ir. Shibley: Would you please explain wnat Mr. Candy said 


renee es 


to you that caused you fo adjust That fleure Aneonat manner? 


t P, %,rC . 
Mr. Resmussen: 


Well the major change is two particular it@ 





one on the tTlecr Pinishes,cveing the compe ete under the documents 








Mr. Shibley: Yes. 
4 w 


Mr. Rasmussen: Mr. Candy - and I have to go back quite a 








Oo 


that if we came up with a figure, indicating that this building as 
we saw it, was not the value that they had agreed to, Mr. Candy on 


Tn pike wer’, Z 
Hydro had facilities to increase the cost sof the buildin Aad 


Pa Ee 
ij eds 


items to. the building to bring it up to the-cost that they had agreel 


Mr. Candy, looking at the g& figure we had produced ori 


felt that he had the facility at this moment to add in the carpet@ 


being one of the items he should add in. And so.on his instructi@ 
e added in the carpe to the cost. of the Dustadne adtnovon ieee 


cengor Ab 


i apo > or 
——— lang - — ; 


lad 


: Leen Al 





z 


ot 
e 


re ‘Baa ineen fros “ania dvawcalesanie aa a = 
tte wert aval 
- 9a oe Be, . 
bir? Sani soltskrose ot, elidan? syoiatra - A 
Phas tc Snot “ede of 24 Cage anon dt Nowelvan (tls 







Pees a] 
3% 


ee eed 


tr - : » wer! aides “ 
Met. qeay snerdes coqubar. Sok, :catends a 
oa “ars 
1620 peotetro oh gs 7 Che Eoce eH 
. o a. - 
EGS i efame9 neo" salont 


; : as 7 roe fe UT Se 
mee sent @2% ot 
ae | atid i' ror be Ba 
cee OL ein 4: - 
7 a ‘ $ on ~ y oe. it? oe 
ai teint 6. ‘en 


HAS 
ee 
oT Ss 
a 2-2. ue ety - hb 
7 
i] 
Ba ws —— | od 
: | Le ee 5 
‘4 
a? »~ a 
b : 
a _—_ 7 ? ai. 
Ts yen 
e ‘ = ef 4 > > 
’ \ 
sre 
as ©} Sh I . ablated 
18! 180) 
: 
“a 
Ed 7 
r 00 S837 =e 
es’ % & uw eeu’ 
- iv otis i 
. 
Ul 
2 e 
* ) a eo; 
ones — —— 
” ‘TE y ry Lope sh 
a ‘ - —_, — ©. Ca = 
' 
ey a 
' 
¢ A +h Sore 
oe. =e 9 ed _ 
j 
2 
ties 





H-2194~2 4 


Mr. Shibley: I think if we look at page GA of the 


ae = ASE OD L ay 





. 
Ay 


that is substantially carpeting ~ $1,300,000 increase on that ite 


alone. Is thet correct? 






nA TR ESN RANG AE Cee spe . : a 


Mp. Snibley: Now just before we ZO on; you've mentioned 





ir. Candy was of the opinion that he eould do ae You 2 h 
considered the contract, and particularly paragraph 8 of the contra 
have you not? 
Mr. Rasmussen: Yes. 
Mr, Shibley: That is the provision that this committee hes 
already reviewed in some depth as to the right of change. 


Mr, Rasmussen: Correct, 





Mr. Shibley: Now can you comment upon the interpretation 
that Mr.@Candy was placing on that ovorteier with respect to thes 
inelusion, for example, of carpeting? 

Mr. Rasmussen: My first interpretation was there ee were 

Se ee EES SEES 


no facilities to that effect. But I will certainly credit Mr. 


with being a lot closer to the issue than myseif. So when he 


that. 
Me. Shibley: L see. You did not consider carpeting,as an 
a PRT DSS ELTA 
AY ae 1 2 4 syed eel = 7 te 2 ; 
example, something that could be included, and yet acted on his 
‘AN 
instructions to include it. Then on 6B of tnese two documents, 
H Beard 
+ 4 mS) A & OS pn pee & RG f —f2 We 1 
again, the jump is from $838,000 to $2,695,000, Eas increa 





Canada Square had requested to install this particular ellings 








Mr. Shibley: There was an explicit specification for a 














a H-2194-3 
Ii bi ae * 
~“O H i 

cs Mr. Shibley: And you costed that at $786,000. 
, of 
ae | Mr. Rasmussen: That's right. 
Fi ome 

» f Mr. Shibley: Whereas @ on May 17, Mr. Candy having advised 


F 
; you of a g going in, this is an integrated 
Fa 


~ 


cf 
rw 
we 
wr 
3 
UI 
we 
Lee 
=) 
ro) 
v 


accoustic eiling, the amount is nov 





H-2195-1 foilows 
















aed ws of {ex a fas: ae in - >. ape 

: | | cme u¢ heazan Rat > if 

Pe ee er” (cre ‘ 7 
sgefeide. us 

anes Seat eff 2Gt tenes 


‘ fagace™ ent fe oe? 
Si-ort © 3 {. hecnegcne ace 


SS col: 2 ee +c ERE OF bay ass nad aay AS l1i" 
& 


ie ant : ; 5 @ gffy ieee 
3 oe in ae ase tev lee yee Sette: sanads © 6 
» | ; 
; e nan @ @€fn? tor @ ote 
sf ‘ pa i nd vy we als at ae | 
J] - - Ol a - 7 @ meee A ia is 
Ww . 71fae% bee a = : ee STs Up. DEEZ ; 2 u~ 
| y #e2 rete etclis? 
a 
a. © ' : 
| | é ve adi - ‘ } : ie o TL < — 
memes welov arose ** it etenes 
| 4 7 4g pis ° an © { 
+. ae 
J 9) 4 Saenta ¥ P 
So. vt! 
» [ wfios 
I vy St i pink 
| . na ounmeest 
2°en° he » : 
9 
YONG: 
vane : 
5% ; 
We & a ey 
e é 
, tes i‘ 2 »¢ b . 
a frta ew 
f ae Oa 
i aS 
a 
*| 
o?..> aie Be 
2 wa i 
e << oo g + axa : 
oaat “2 : 
5 : 7 
' 
ys 
- at . 
i 
- , : 
<0 7 








pegard for the far 


3% 3 
LNneir 


their reques 


& that the Suspended 2 x 4 
which you had costed on April 25 at seven eig 


was this a change that you considered was 


Hydro? Or was this a change made with the 


at the e 


is - 


volunteered by Canada Square? 


Mr, Rasmussen: 


1%, 
by Canada Square although I gy think 








concurrence of and 


Ae 


Xe 


xpense or Canada a7 UETS Woua be something really 


I Sehemanet’ that as bet 





2 Anindidig dh yi 





n= volunteered 


did mention to S4NAX Kan 


c/n 
; Sh ; A : 
& P 5 « a7 Py # cy + “ge 3 ot te * ‘ 2 a 
4n passing that aw’ had oevcver make sure he WESR't to pay for 
(le 
Chis later on, 
5 £73 pe é hte ee - 3 =e ER 
Mr, Shibley: Yes, we have Since mace sure Mp. 
nr J 
Pa FR RA > ee bo fo Yn ZF ep D Sn om y 
Rasmussen because Mr , Moog has confirmed I ¢ inx that there 
SS =) Ss 
i. ee ee b = oy de ee et ta 14 ty 
43 not to eo 4Oy CXUPAa cnarge aoe >: pas aN ne ges 
rat 
ay ‘aye mw > ln & 
MP, Aasmussen Rient. 
pe ciel setae texted 
Ay te Aa ei ; ee gh) ie a To ’ Eg 
Mr. Shibley: In any event, you did tel} Mr. Candy 
ne Le s ¥ te ~t oe Ire < 3 a = . th . > pos 
chat he had bettar Mmax@ sure that it was Nov ©S De an extra 
1. «2 ae dea 
charge? Is that orrect? 
a on = 4. on 
Ir, Rasmussen: nat is correct, 
Ni» Soh | ps 2 “- 7 “a ze > , ~ Ne =~ 9 * - 
Mp. Shible, Because in Your Yliew 1¢ was Ci@arly 
me E Lis UE: 
pe : ee en A dD A ps Ln 2 FN3e Se py ewes 2 meee Cs mo 
ceyond the Specification in “NG OFPiginal contract? 
f Rae: ’ ce 2 2 Pt an 
My. Rasmus SASL G he 5% Beal eh ees 
Face aes s OEE 
Mr, Finlayson: Well, Mr. Chairman, < am Hoing to 
LT tS SS eee 
em yp a a . a} a 3m 7] ann p> » = ; ~~ ee ow Pra 
vaxe issue with this line Of cross-examination. After all, 





” snl ee Ssiimas 
7 i. 
Bacar’ tae ‘gan 4a aay GS ain eas ee 
so te iais. he ace & fis by ae mu 7 s " 
> ans tag ics arate wi “peal we 2 haz em 7 


~~ 






















- atansis aeAery] ‘a. acy nd ofS wqeriary 
W : be 7 . 
wnt ads ~f seras le ein ee | ea cans 7 is % a, or F eal Rall 





fer op.* 2 Seer! ive 


. yea | - y 
aD. OL boa ankids, Sadd eee ee iar efzer 6 Manan , 


NG i. = a ‘aes oo Dit = fw ef: r*vwet Ad 7 be 9 g TG $3 " ' 
Dee: BUS cies nGlfifes:s s626c ep fee? d4sdpa o*ais 
} | : - 
-, (a ae Lido eri to. Stay be as Barts Se : At 
= 
1 as f, ii 4h ‘Peja Re 
yh @ - a w t 
any te paint. cree 


pia 3 ; v7 ; f f bs : i 


a. 1 
+ 
J + we é 
5 if - 
é i a j 
. worms & 2 A 
_ : a r 7 Ln 
o7 <4. 
; eM 
sf ~ 4 b= ‘i oO , 
ws Pa Tet 
” 
{ 
si . 
} ' 
= i-? be J 
; { 
‘ 
7é = : } ai 
“= - a ; 
—_ - 
be eo 
’ we : DOP ae 





~~ } 
a tale) a) ) ne 
ne) 1) . 43 Be ae 
i ct at o ®) fer 
a Q) & iy al Q 
Oo oo a nN ‘ 
dg a) a] 2, 
9 ve) a ©) ord Se 
fy i ! wa ot 
ed e in 
8 wn a of a 
ue | od 9g a ras} 
f Ae ba @ 
am 4.3 Pam) 52 ia 1 
rat) te J 
40 tc si) te Sea 4 
2 rab) me re) q oF 
Q 4B) yu 
as i } >> 0 ‘Sj 
A) ¥ a ig, f, 
9 bO oR ) > rd 
fy 1 oF 
a Pi E ie ms) 
0 cot io 
be = 5 ce a bef 
a DY ma 





oa ie es 
43) ee) rea S 
Uw ca 
wo Ls a 
=I a ci ta 
Ad i ea) 
33 a rab} 
$2 G4 to 
«. wv) $3 
rca x4 
oe le © 4k) = 
> i 
~ ae) ay A Rs 
e 1) ta 2 fas} 
sa) aD) S ect 
ra) &E fs ya =f 
ty a) a a) 
oS a is, Mo 
-4 c a3 fe 43 
Se a $2 hy 
ei Su 3 tar oS 
Sa Pa 1@ 2 3: 
¢. 4 toot 
9 Jes thas 9 
34 Y 4 4a Ct 
soap habe So ety oC 
+ AD os Sead , 
4 , ca 2 
ie 
ae 
Rita 
any 
+ 
f if —— 





ing is to 


through you, 


baa 


ir. Moog and 


4 


GOs 
must answe 


a 


Fay 
A 


Aertainly interested in what Mr, 
Pat 


Mr, Rasmussen, Mr. C 
rd 
3 


I 


ity he had agree 


Sond 


— 
—— 
2 } 


ri Bin 


AAS Fi 


«~ 
ko 
wt ® 


ad 


\ 
», 
Ras: 
4 
N 


i 


forward as being something gra’ 


Sy 


t 


t 
y 


the au 
Chairman 


ae) 
a 


J 
rc REY, 


per line of ques 


a 


a 


vas sayin 


acct ANY STA NE ODOT 


¥ 
wo 

in 
le 


Mrs Shidley: 


Mr. 


* 


~ 


orward a 
1dni Grout: 
Le wate Ao ay 


aia 


z) 
ay 
Cx 


* 


& 
a 


4a 
; 


yhat he regarded as a misunderstand: 
5h 


1% is* a pro 


‘, 


y 


ea buliding or 


Rasmussen 


he 


% 













“ BAztees <=£652) - So kant a A 
7 b < . ; 
‘ane’: Le TN aire 2 vance 4 70 a Ove on) poe ide 


a pera nav (gtthitee amie 6 ye 


- i : a a 
Wit : 
: Tats @ £452 % pee: : ‘tar pl thy 2 of : 7 : 
; 
y dyocs g2 iil a2. en+ 7e SOAS TL. 0lem =F 


> 


: | 
ea PronT-02 e4e Biles ofc S7tw Seitiool) aaa . 


7 > > Be at +, dee be 
a oa - « iJ . at 4 ie TT 
= Gm ol a eo: He : as4 ‘ : 
2 ‘ ‘i 
- @age iit e 
afiyp SGT Ba * #2 Spivupetth ll e7 BALE4, 822 7 
be 7 
7 
B43 .7! - To : efOURBa7 a 
ip onenniiememesatea’ Uy 
7 1 
e “— oe 5 “«¢ 
fia . ) : 7 pal O20 
= : 
: ™ ry I LJ aim Lo >) @ 
“ 
- an 
’ > 
4 F 
f tj 
t 
} 
4 ~ 
E ¥ * sf5 
é 
= es 
¥ » , LE 
i 
-" * 
= . a ee dilien | ~ e tc —— 
he ‘ 
é 
‘— 
( 
— 
: . - 
a 
; x8 
7 
U ~ 
¢ 
\ 
| 
7 : 4 
7 k . 
iy 
> 
' 
‘ af 
1 
_ 





Mr. Shibley: Yes. And theiwe evidence says 











ny) ai . Ss 7 = = x % ~ - ” 

Me, Genest: WEH1li thats a gratuitous statem 

\q~ “mJ “7 f 3 2 bh " “nT Mo a4 

ie Snib Leys iGnl 5 NOs 26 Sant, pratuitious 
“ * mm <n os Dn > DY mene ms 
in evidence as part of the submission of Canada Square 


cents or some amount of money pergsquare foot per yea: 
the buiiding was curved. 


Mr. Chairman: I think that's richt 








Mr. Shibiey: ina ny event, talking avout ¢ 








eee ficulties with the cere this coffered ceiling runs 
} 


yey 


inte the same difficulty 3 units to “Gee manufacture jinstalied 
= I~ 


he 


= 


are going to be irregular in shape. Is that not so? 


Mr. Rasmussen: In order to meet she curve yes. 
3 





Mr, Shibley Yes. You don't wind up with anything 


oo 





Less — irregular because you are using a coffered ceil ities 


isn't that so? 





Mr, Shibley: Now vhen, returning to the face page 
of these two3 the next item is fittings an equipment, “ther 


are some seeea lesser amounts of increase. t am sorry, There'g 


E Ra eeu 
not enought tb get involved ora that, 


Tt 24 ¥ 









follows 
















= ee es airs ; 
7 ag) ra | 
nm ere anvie a© 4) of eeu ees ? “ar WAN «FP hSieteet)P - 7 


* nee (i ipecresdi» gti wuadtek ebusin-cd ic Sie- 





= 
4 


es 
if 


as Fiat mabeew Cateic evar wen S84 ¢ “ae Mae a 
rut a aan aes my TS, €I0H4 7 seeds a | = : 


a = 
wait “fo ehfatia gor = va 


7 = 
: 6 bes ew ~ Mace Se . oe 


odd dp: 


eeeayetog be!” . , ; 


. WS yt0 } 


20 - OLa%7" oe 
t 


$n : 
ae = 











was 
Lec 
ue — 5 My as) 2g 4 > = a | 
Then the services cad another item that nas a $1 miilion 
increase on it joulad you iike to explain bnar, HLease? 


A. Seen y Rey Whey V4 are ere we wy D as Min re A3 5 
Me, Rasmussen: Well, we were nov abie to eet very much 


io Cen ate DN aardee ; ; 8 2 Mf = Oi. Fb TY 2 
Mp. Cenest: What is the item, Mr. Snibliey? 





Mr, Rasmussen: We were not able to get very much 
eee ee Ong 
information on the mechanical/ electrical systems from Mr. Candy. 





He preferred us to Canada Square. We subsequently dhad a meeting 
with their engineers to get some additional aeancqen info mmation. 
When we put together the April 25 report, we had no int¥ation 
whatsoever on the venanseSateron systems outside of what 
was spelled out in the outline specifications. So we had 2 
meeting with Canada Square's engine s whieh led se the revision 
\ 

of our figures. 

Mr, Shidley: Yes. Now, when you say, "led to revisions’ 


would you please tell me - I am taking it that the revisionsyou 


are talking about are tne automatic temperature controls, of 
a haif million dollars, in part. 
Mr, Rasmussen: Yes, that is one of them. 
Mr. Shibley: That 1s nd on 8-C, is that corpmect? 





Mr, Shibley: And in respect of tnose Sra as would you 





please explain to the committee what the set up isxene Hydra 


RE Ce 
Mr, RAsmusgen: Well, there is 4 Somaenaa comolete set 
seeciineiaemannpseriee nee ear Pac ATT 


>? master controls in the Hydro building itself, but they are aiso 


subsequently linked up to the master controls at the Transamerica 


Ap 
uilding at Yonre and Egiint ony 80 you he ream  e oa nave aw 
i 


as a iy, 


eontrol system, but i¢ can be controlled Sense one buiiding,. 










mab iweds cnervetss 8 











BE TOS 


a f 


wai” 

es Sneriso od 
if, 
Snemele 252 
panes | 

sins sea 

? @ ; 

roe ret 


mA moe farses 





A fez? witha er se glo tnon ase ned ev 


ene’ Ad efer: fore 


i . a f 
=a 7 poe Yate 
- a 


th. Por 4 - <) ie 
bed at. <3) Sabet! oh 


c.¢@ 


rh esis? Ste lb efrii 4toos ond: 
. 
e & 
aotemsfie si 09 Penrr*am9 oF 
\ 
aapre? «1 G ues) 
+ - ‘ear? y * 
eer ? ’ 
. 
«4 


I) 
i," £ 
‘ 
) 
- 
- & 
- “pe 
‘ 
civ “ 
Zz 
t * 
* ry. 
} ‘- ad 
Jf ———_— > 
a ? 
2 > 7 T° = es v eal 
- _— —_ — =e > 
bs 
4 


ae 
é 


mae AT or! 





+ 2F apitel ogite sf?.fee7 Sem’ OF 


tia ; n't bad : : : & int 
f ir base rehes gitaes I' nase aw pritey sue fm Or Ie brs CoAT 


19ers 












ST IEE IRE EDD Pat toe 


mis = 
CiMr., Rasmussen) 


+ ee faire 5 3 & = 4 = zy Y 4 = = 2 Pye a" 
one umbitical cord, s0 to speak, can be severad 


9 =) ~~ \ 
Mr. Shibley: I see. Now, when You 
ieee 7% 


2 


initialiy, were you not including any allowanea 











= ' ees Tey 4 + Hit cee | 
Pact , we had the contols at the Hydro site, but ais although 


we had read the stipulation in the agreement about connecting to the 
Yonge and Eglinton bu ing we didn't really under stand what it 


meant and we certainly didn't take it Serisusly to the extent 
that it was explained to us arterwards, 


Mr. Shibley: But in terms of the inerease of $250,000 





from your Pirst report, to $750,600 in your second - $500,600 to 
$750,000 —~ does that resuit Prom the duality of controls? 

Mr. Rasmussen: Not entirely. 

Mr. Shibley: IX part Lo does?’ 


Mr. Rasmussen: In part, yes. 
ore ee 


4 


Mr. Shibley: see, Now, turning bark apain to the Ca 
inte Rie ge eI 


= =. ° aes IT ae SUL 
pages of this document, I notice also that in viminieeea Che May 17 versic 


you have struek the word "refit" under item 93 overheads and 


fo 


rofit had appeared on Aorii e5th but not in your May 17 decument. 


nad obliterated the prorit element 


My. Rasmussen: Well, we were given tha explanation that the 





construction fizures should not entail normal profits to ks this 


a) 


OL 


t 
= 
S 

tb 


profit had been anticinated to be 








Mr. RAsmussen: Right. That is the first explanation we 


i 


Mr. Shibley: By Mr. Canay? 
tin: Shibley 


r.Rasmussen: By Mr, Candy, yes. 


Serene scree: 








ea A wee 7) a a. en 
enya 107% a> Fem apieerae Ee nie wie? = 
tye 59> staan cs 


a 





Aaa << >= 7 * 
}. —_—— — = an, 
Y ‘aml or . ; » r 


—_ 4 ay no 





s ae 3 ie Ths 
ioe Ae q 
, 
‘ 
f Mr, Shibley: Were you piyen any differeny interpretation ~ 
» ap? 
Mp, Rasmussen: We had a meeting arter that. 


Mr .Shibley: eerse When was that? 


which would then take care of their head office expenses, should have 
pean included. 
Mr. Shibley: I see. The profit which would take care 


Lowy Z0 gD - = % mn >. a 4 G, 
of their head office expenses? 1 dont understand tnac. 









“tape H-2197 follows. va 








eats 
Oe 2) noah ee a! ois¥ onee? a ; 
éagee tose Br 


<p ous oe ee wei asin ow, 
a = 
‘of4. 82b2 T9892 On 


=e # 
e o- 


é 42.42 4@ es 


ell se esanvero = 
prea ‘oth 


somn so @ i 


ne nese a yon FY SS te 
(— 


<t@dd ets 


+ polo 


“ye Ga iroan 


© % = va 4 4; 
° ee . ‘ a 
' ye” act C228 wae °A 





~~ 













agn : Normally, what we call Overheads are 
TS a NaN icnceg cede eS 


Lays ome along and made 


Mr. Deans: YOU going to ask hoy 
SRC ORNS RECEREreceS 


Mr, Shibley:; I think we ar 
SS SRS enemas, 


e€ going to Zet to that 
uSe@ certain Claims were made Por 


later 
beea overhead ELI fvemny 


Mr, Deans: I am Sorry. 
Rae Neate inestneeseure 


Mr, Shibley; jammy Mr, masbainlEh has his 


n their site development has jumped from? 470, 000, again by P9990 999 
dollars to $1, 325 ,000, 


views on that Score, 
The 


Mr, Rasmussen: 
Se ERE Aree Cag 
nothing but a few line 


3 indicatin S that’s how WOrk would take Piace . 
fied 4 
See Were then Siven some pict; 


Pe 
Sketches of What they enys ONG gay 
Yes, 





Mr, Ras smussen, even in the Pirat May L7th 

: : ~ . 

°9 then is an ailowanea! 

it is, yes, 

Mr, Shibley: You had nothing reali-+ tO £0 on to add another 
4 anette ete gia 
28a 900,000 into that item? 
Mr, Rasmussen 


a. es 
Fonvingencies 
- os g & et 2790 4 
from $3 Million to >2 million. 
Mor Rag } issen: Ma? Ve ne MAIIZA > hara « > oO ran 
Mao KNasmy “e¢ilNly Decause "2 na www MECN Liven 
Om & 
Ome ore intormation, 
se: eke se eee: ; : 
~. $ Shiblsv- Yes, and Wien this inoue m 
a er 


a wae gede, ise 


Bere at ww nee lad aviv boss nie 4 ‘ r rag hs Hdd ee * 


pefoeac & fra gerd aw 


Wd Yr Vert -2 ‘eElye! aes 4 Pe ‘ | , 


7 ie) 
> 
- a 
i es yf 
‘ 
a a 
\ 
: = - 
a he 
: , eto 
fecece be : 
x os 
on, S } n 
fe ik . } rt ee 
y 
= a -)? ’ 
' 4 
9 - 
i \ : 
Ene a f = ’ —— } 
' = _ 
{ = = tS 
: @ 7 co] = Li 
H 
_ ’ 
- - ; 
. Woe : : 
Oe el ae ° 
7 - — ‘ 
errs 1=an7 1 
ey i - es nee | * Z . ‘ “ 
- 7 = 
' t >! i? Pehul 1 My 5 Bi t 
= 4 
ih et & =? f i 
; s tes : 
=>~©¢ > 2 ®&@ “3 @ a 
soa a0 « osleie beaten ; 4 
Ld 
A emia —_— 
| 
-*, ‘ ' 
_ 





Sor 








% 
wo 
cs) 


ame up with a $38 million figu 


2 oe bay ay ¥ m fe he 
Mr, Rasmussen: That's correct. 
ee Sem 





Mr, Shibliey: Now, was that rigure discussed with Canada 





Mz 4 ids sho. Bai & 
PS 
si 
iz 
Are a 
Mz, Rasmussen: Yes, it was. 
TES a ORE I IRE IESE 
Wer CRah tas 4% dp Ay TTDI 
Mr. Snibisy : And what happened? 
9 0 OS SEED 
Af « Daemw2s ee ° f eset rm 4 
Mr. Rasmussen: Well they disagreed violently witn some 
eg OS Se 
z 4 4 rT} tS in ps 5 PS mwa Snes 5 ro Ast F 
of the items. They disagreed with the figure in generat. 
vite 
Mp. Shidiey: Veg *° 
Mr, Shipdiey : Yes. 
Sa OSES 
‘ Ds wer 3 % ae A 
Me, Rasmussen: We then had a meeting where both Mr. 
ee OS 
Maes 
Moog and Mr. Candy were present. 
bt 2 a a7 Ty Ror 3 
Mr, Shibiey: When wasbhat meeting? 
a RO EO 5) 


Mr, Rasmussen: Mid-June, approximately mid-June. 
> 


Mr, Shnibley: Yes. 








Mr. Rasmussen: And we then revised our May 17th, which 


° 


re OS 


YT will have to take the blame for the confusion if there is one because 


oO 


f the same aae ee the only thing we agreed to change was to eliminat 


the carpet from the estimate, together with the sprinklers of the 


Mr. Shibley : Yes. 
Re RO RE 
Mr, Rasmussen: Well I didn't at pe 


Mm Shidley? Bus the elimination ef those two elements 


now back down to 





syessiak position in respect of the $36 miilion Pigure? 





NA 2 ae P - Yi a en a ie 2 ye ‘ 
Mz, Rasmussen: Well, they stili disagreed. 7 
ep NAR LEE EARLE EE LINES SACD ; 


Mr. Shibisy: Yes, they said it was Zim too low: 


1 
; 
A 6 - Tt. . ~ = } bn en - » 
Mr, Rasmussen: Too Low, according to their figuring. | 
RG | 
Me CLD 2h 4 ~ By 4 +4 fe ny ry 4 ae x as : “ 2» - 
Mr. Shibley: Yes, but that was a figure then arrived at 
ial 
yo el! hee aaiAi, coxenelee rane SV es eae be a Seay : ote eng hen nt Ay Poe oes eo el ai 
by you in conjunction with Mr. Candy and with his assistance as to whag 
| 
. hh, R 3 oa  L, 3 ws a> 3 q 
was to be inciuded. Ts that not 80? 
My Raaminsens Tina is Ary 7? aired 
My, AaSMusSen, PRat Ss. COPrSCt. 
ee) 
ay C195 8 ee og = 4 re, 8 » SP ory on Sy) x Pa > rs 
Pid? 5. OLDER x And that was a figure arrived av after 


renee cec rp et SST EEA STE EES ; 





gnc “Sc ois eee 





ey, e * 4 Ge: 
Sr 2 ene.* Sasye se laa ; 


+: . Ds 


gtaot “lee 7 


"4 ss iz, 
es of IA7 2 =" : i 


i. ase ace 7s: 


- n°; 
e : , —— 
7 4 - = 
¢ oh | rr 
- Z ‘ 
nes 7 
oa ; : 
can, a 
a ‘ 9 : : r i ; _ 
“5. nok ’ - 
7 " a iad | 
i 7 - 
‘“ . 
P 
{ 4 
~ : : g 
1 7 7 | 








- : 
ph 
J 
o>) » bd 
é 
= =) 
' + 
a 
a 
» bs i 
F 
1 : 
‘ 
r 
, y 
i's i 
® ig 
» 6 7 
P ng 
a | Coane 
! 
‘al 1 
@ kL 





mR: es 
an attendance at thea site and a certain amou of 
ada Square? 


% i" aa Py P ” g = - = aa eo 
Mr. Rasmussen: Yes, that's correct. 
SRS RR Tr 
Mr. Shibley: All right, now then yo 
: wibicg, 2 
z 9 ? noe oF a, ” = 4 233 oy te 
mere you have done a May 17 report with the deletion 





ae | > w fe 4 1 > ~~ mam > 94 4 ae 7 4 < - 
Sail were not for their account, was now down to $26 


Mr, Rasmussen: Now this is where we agreed to disagree, 
oe ee ee 


Mr. Shibley: Yes, would you teil us about that please? 


Mr, Shibley: Perhaps you need your version number three 

in front of you, I dontt know, Exhibit 204, 1. 
Mr, Rasmussen: The only thing that's Gifferent between 
NI gtatseseeea ye 


the original May 17 and the revised one, as f Say, is the elimination 


of the carpet ana the sprinklers, 


snide gmt 


Mr, Shibley: Well, the only thing -=y * 

Serene eeeecec . 

Mr. Rasmussen: There are some m3 nor revisions to the 
inishes which wer o Goes Cue at that eon but they really don’t 
effect the price ali gate much , 


Mr. Shibley: You will have to make that clear to the 


committee, Mr, Rasmussen, Your May 17 report, the first one Was 


Mr. Shibley: the carpeting was $1.3 million, 
STC eR : 
Mr. Rasmussen: Correct, 


R ™ Ne : > = bs ii z > zy 3. - 
Mr. Shibley: And the sprinklers WaS &n extra 
REND Sra en OT 
aa 
Mr, Rasmussen: That's correct, 
OO NE YAS TINE 
as 9%. 2 a) - A % 2) > 
Mp, Shibdiey: “oO you @ deduct $1.8 million from 
Fo ny 12 «& = wry we ‘a tachi os en hm IA ms =] 
Pos eC oW and YOu are down to 935,200,000, Is chat correct? 
Mr. Rasmussen: Thatis correct, 
wy fag bar 7 a a pay bb sy 
Mr. Shibley: yo tO get it gback up to °37 500,000, 
sain SI te SS Ons 
JOU Must have added anothar $155 million to the ultimate version of 
bea cas 4 : os 2 — 
wil a3 a y SSoe ; / hey RY ~ 
E : 
7 
Ay AO 4 
N-2198 to fo Liow) 





Wo ae pet re: 


sate 0 THD , aeregb a 


22 thee ae 2a), 






i ev BAe Ay 
ane eBeiddal WRAVATH OF neiy 


ny a SSRI: Qh9-nei.s » 


an le 











ye, 
=, atte ee inte P : 
20S i¢lnss or sad . * T «Si wais tay fs 


MO °° ee . ’ 








SA : 4 
7 °z ) ne ~ ee 
= * é —_ » 
- qa ©A82 7 Pal sipteren i: 5 Sine 
5 A's 47 76s 
: : 7é¢ a. | A* shore as in 
| AR Sie 47> ao . @ sea | 7 a x : 
7 ie a. 


— 


. 4 in buls nie a “ S89) "| 
Nie Le ag oa ‘te BY } - x ay | | Kok 


> ven ei3 a uo? 


HW’ TAT?) a 
: es 9 e %, 
oO a Oe 
=e 
f0n oo 4 as TOL - 7 
A .s rt 
| ] 7e¢ 
oO 
3 Ad 
v ; | 
, Cen | ; y . 
iL .) 
y Fe vt re _— . : 
- 7 . 
ae) 
7 oS Sire 
] 
5 es frei % 5 = 
eee ae 
aA , 
* Cle 
Le 
mT. : | 
é J / 
j iy 7 
a : | 
a | i 
BALs oq ; | ; 
KG / : 
S2cth f | | 
| | g b aw 
® y ‘ 
— _—= y 
8 
« n . we OTR oo us 
‘ 
| 9 
5 
7 uy 









i _% €.52 s 
tnav e wd 


; te 8 ae 3 len we wel 8 ae Bie Silcs Sees ae 
eo the main mall, <i +59 we were & a explahation 0+ 


the akylignts naving been increased; eas this is being the 


¥ \ Gers , a 
akyiligats only LD Eakeh ota giass yault » 


Mr .Shibley: T want to show you what is axnibis 265 
in these proceedings: That's the pepresentation,1 sake it, 


Rot 
pie aneoo Square was making at the point of time when havin’ 


deductad the carpeting # and SSeS LASK sprinkler 4% was pack 
down +o $36,200,00, and then taey were trying S90 «ip the Last 
paragraph says ude thererore insist that you add to your net 
sli ofib36re miLE Lone nee Ts additional amount of $2,790,000 
and arrive at 2 total construction eost of 339 million.” 


Me, Rasmussen: Right. 


My. Shibley: Now you didn't accede to that I gabner 





pi 
sore 


Mr, Rasmussen: No Saar 


j es 
subsequent |e pardon me, 4 previous meeting. we had added 
an some of these items, Rot because shey were items pequesated 


by Carala Squares but, afver naving had the meeting we nad 42 
1 4 i 
agree) Mystere gould be changes to the finishes mainly. 
ff 
Mp, Shibley: I want to take you now to (asked the ultimate 
yarsion of the May i7th peport, that's exhibit s94, Tust to be 


elear on thisy this documens wis put in final form when? .Wnat 
\ cy 


\ 
was thaactual date =a the preparation 
as \ mid 





at = Soe ore pe 4 . ~ 
Mp, Rasmussen swards one aegq o1 June, The actuas 
e Flan 
ed . = 
{onumens was PUL togetyer towards the middia or vune. 














_ nga 7 
ae ghatiehewt! oben ad ten < eT) Per y Sock 
ath cat ne b eteodn earn te. 


ove = = i ie : bo 1 : 7 4 
: - | . | : 
: 













SF ay ete. 


' 1” ", IIHT at gat? ceebere act. oi 


oe | 
wey civ eer get sane i? ecg | wor" re ciate ae : 
ned gendtigntisesct a feLteeess vatweladey Tet = afte 


en | 
ice oe mee ft hs ofan’. veo Taare ‘iy 2D einkop” a Gy : 


7 if bs 7 ; “ a st Se om 
73 SoU rr bit al aineiver Aa) 8" laren” ces c29 1 lata 
aa ' - : 
> s - - it - na ia ee <- : : 
_ onto rl soe des? asiw e722 ‘ge fi suf Letee ‘ins sf {iss 1" 
* * ry ; : 
: , _ A whee rf » — 
34: % Pim © ms saad / pf. al i“ «oO ny 4 ’ <3 re ERY, : 
“ | 
f - 
a) i ‘ ) GC ape tle 4 ‘ 
y 2 
oe 
' : + 
Sod enc et N 4 “d ‘9 52 me _ 4A 
wus rok rya3ee 
&> oe x > o 4° p a of 
7) “— ¢ e j 3 "ol SG : 
7 me So rene . : 
e3 ntaget sat Oita Soares 
z 7 4 i-6 ees = ‘Ay « we ’ , | 
apatearithoos : 7 
7 PT —_~ ” ed ang 
. yt = < > = % > G Ps 4 } - : 7 < 
: geened ob to. ts7d se enidgevia ® | a 
i on ® eH : [ey or. 7 
ind * 
. 5 naenwss be 
Pi fatter a 
: ~ , ; 4 : ee petAc -_ al 
- it & "4 5 sekerntee ia, 
‘ 
aE é = : seal 
, ip’ ae ee | : its . : = é +3 Onn a . 
: > ui a 7 
= = 2 bs i? " : 4 - 
— ae gate aa 
= 9 \ “Ts é ni 
® bod e, a is Lew a4 & 
- a ——— 
7 ; ; 
; o/s -* *SOCipeeC 
Su 7h BLE TeHnnoG at! : [ e : 
' lie . 
ryed panep @. om your $8 g, pian Pee e a 
_ 


Craw" .7 


“ i. ay ao 7 7 4 5 
i seslv=ee e3. siadpee? 4 Jerine 





date on it? 
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The committee resumed at 4.00 o'ciock pom: 


"tre, Chairman: Ladies and Gentlemen, £ ¢ail the 


Mp. Shibley: Mr. Rasmussen, I nave put in front of 
ui a lebter of Tamblyn Mitcheil, dated July 5, i972, from 


Tamblyn Mitehelli to yourseif. This document, I might say, was 


nade part of an opening statmeng sgijone of the statements || 
by Mr. Moog, in support 5f his contention that the mechanical 
sillowance should be $7.50 per square foot, sem I am roing to 
ask that the clean copy which is in front of you be made tne 
next exhibit, Mr. Chairman. Tf haven't bothered to reproduce 
it, because you all have copies of she document as part of that 
opening statement, but ed ae algo should be now made formally an 
exhibit. 

Mr. Chairman: No. 229. 

Mr. Shibley: Thank you. 


Mr, REnwiek: What is this? The opening statement? 
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Pederal office complex in Ottawa, is that not 30? 


Mr. Rasmussen: That is correct. 


Amore resem ett tetera” 


Mr, Shibley: And that is the figure that this report star 
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off with, $5.232 
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Mr. Rasmussen, that the reason you were giving Me. Moog an 
argument about his ciaim Por $7,50 was that you were aware of this 
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Mr. Rasmussen: That is correct, 
’ 
Mr. Shibley: And December § of 1972 would be six months 
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Mr. Shibley: So that in terms of talking ese alation 
factors this would be a figure which you would, so to speak, 
de-escalate, or reduce, to come to an appropriate d Pirure for 
the Canada Square-Hydro project, ds that right? 

Mr. Rasmussen: Yes, but we would also have to take into 
consideration that this dbuilliding is in Ottawa, which is ¥ slightly 
lesser cost area than Toronto. 

Mr. Shibley: I understand that. Now, would you tell 

a 5 5 
us why you viewed this Pigure to be of such significance to you, 
in terms of what you were prepared to allow to Canada Square? 

Mr. Rasmussen: Well, the base figure of $5.28 which ids 
referred to hare reflects a mechanical Syatem which is fairly 
az identical and it is & fairly simila type of a Dulidinge, 

Mr, Shibley: Starting with the type of 8 bDuiiding, the 
building in the federal of fie @ complex is large in :; area? 

Me, Rasmussen: Yes, it is, 


A wa ay wy « 4 9 *% 
Mr. Shibley: Yt's MASSive2, much like ; 


he Hydro building 
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My. Shibley: So /Oug cong idePBe this & more anpropriat 
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so Rance iho 3 


comparison than, iet us Say, the Transdmerica building? 


Naan tay ee tales a at Pe ¥ 
Mr. Shibley: You had earlier received a letter Prom 





tamdlyn Mitchell of July 4, attempting a comparison with the 


Mr. Rasmussen: Yes, I have also had meetings with 
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Canada Square when they indicated that their costs on the TransAmerica 
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cis * 3 
.¢ the actual maehanical systems only the drawing. 


My. Shibley: Yes, I want to stay with this document for 





she moment. You said that in your view the system that was to £o 


tne federal office eomoOLeK was & ecamparadia to what was going: 








a. 4 . 2 Fo ea 
difference in location, Ottawa to Toronto, what Zatseieed position 
were you taking with Canada Square? 


Mr, Rasmussen: I was saying that this would be a fairly 





a base fifure. 


Mr. Shibley: Now, the aifferential between even 





oo 

85.50, jumping that Pigure, and $7.50, is 32.00 a gma square foot; 
cease in serms of the overall eost of this building, we are talking 
$2,600,000, is that correct? 


Mr. Resmussen: That's correct. 
pela enti ne ao ee 
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it published hy Mr, Moog before this committee ” 
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~2©% what disturbs me, or wnat I am concerned about, Mr, 
“ 
Rasmussen is whereas Mp. Moog tabled this document in support of 


his contention that the Pigure of $7.50 for mechanical was an 


iate ure, 1 taxe it from your evidence that you view a 
5 < <7 2 a 4 | 
materially lower iigure to be the appropriate sum. Is that $0? | 
| 
ou o Py Payee oe - ™m =e oe y 
Mr. Rasmussen: t€S, that is so. That is past Boe) eg ae 
es ee ee ee ee ae 


wr. Shibley: And that you don't gO along with the attempt 





5.28 so as to build it up to a $7.56 


allowance for mechanical. Isn't that So? 


he 


Mr. Rasmussen: Yes, that is correct. We have made our 
eR RNS 


wn calculations of what these additional items would be worth ing 

our estimate. 

Mr.Shibley: And when you made those allowances you came up | 
ences: 

with the figures in the ultimate version of the May 17 report ,being 


#5-62 plus 80 cents for plumbing. Is that right? 





Mr. Rasmussen: That is sagt sal ob Fan 
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Mr. Shibley: So that, to be clear on thishd and I don't want 


to go behind this Pigure of $5. 28[_} I understand ,ineident ally ,thag 


you worked very incisively in the work-up of that figure, that $5, 28 





figure? 
. Wey 
Mr. Rasmussen: Yes, “fPhave 
ab i\ 
Mr. Shibiley: Se a8 a matter of fact it was a figure of 
once aenStenenS SEEN Tena 2 





Me. Shibley: And I take it you were als 
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Mr. Shibley on't want to go behind that figure, but juss 
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» the federal office complex 


awa which was due for commencement of construe tion in December, 


- Shibley: I'm sorry. 
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Mr, Shibley: 1973. Thank you. 
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Mr. Shibiey Oh, that 4g what you were telling me. So it 
ig not until December this year - this 4g Te econes 

Mr. Rasmussen: That's right. 
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pe incorporated in the Ontario head office pbuilding, your estimate 
of that cost forward to December, 1973, is $5.23? 


estimate is based on 
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Mr, Rasmussen: No, 
December, 1972. 

Mr. Shibley: Yes. 

Me. Rasmussen: For the same reason that our estimate on the - 
Hydro building 4:, 

Mr. Shibley: I'm sorry. 


Mr. Rasmussen:vis the later part of 1972 as well. 
ee 





Mr. Shibley: Yes. 
ee ee 
A SM ay Ss 
Mr, RaSamasen: But the pbuilding is yet to come} the federal 
—— cand ? 
office complex is yet to come. Tt has not started yet. 
nipieys £ sec. All rignt. in any event, the point f 
am trying to make with you, Mr. Rasmussen, oP want to sstablishn one ~ 
way or the other with you is that,.. 
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Mr. Finlayson: I am wondering, Mr, Chairman, if we asked 





the witness how you can have 2 detailed analysis of the cost of 
something which hasn't even come into being yet? 
Mr. Shibley: I'd be delighted to nave him answer that. 
Mr. Rasmussen: Well we dontt work on one building at a time. 
We have, for several years, used backup data where we have our 
engineers complete analy is of the project when they are finisned. 


We have broken it down into functional areas ach function 
_ 2? > 


representing a % certain cost to us. It doesn't necessarily mean 
% 


1) 


that a particular building will be compared to the next building. 


We will take both the building comparison and the functional 
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vr. Shibley: And you said the systems were comparable. 
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Mr. Shibley: And fuliy familiar with the System at the 


F 
federal complex’ 


Mr. Finlayson: Don's Say it is added theres it is- 
Se ee Saal er tia = 3 
contemplated there, too. 
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ie enbley: C¥entemnlateds ae 
1 —wuS¥: “eontemplated. @& Yes, thank you. 





Mr. Rasmussen: TI may add that I do not do the mechanical 


{our 
engineering at aighax orfice. 


Mr. Shibley: I realize that Yes 
Fie a * — . 
Me. Rasmussen: But I am familiar with the systems, See 
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We do have our “ncdividual engineers looking after the projects, 
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Mr, Shibley: What comments do you make on 4 





claim of some $2 miliion-odd for royaity in. connection with 
the mechanical system? 


Mr. Rasmussen: I am not all that familiar with 





royalities or patents. But I wouid think a figure of that 
magnitude would buy the patent rather than @@ buy the 
royalty | 

Mr, Shibley: I see. You also mentioned having 


Re TI 


an initial discussion with representatives of Canada Square, 


nat was at their offices? 


Mr, Rasmussen: We had several meetings, both at 





nA 3 rear aes te * 5 4 AIR ee} > 
Mr, Rasmussen: What particular tlgures?s 


Mr, Sibley: WE11, figures that would assist you 





2 maiciwune 13 eae é Pe he ‘ 
in making up your appraisal? 


with Canada Square, which was instigated by Mr. Candy, Nz. 
Candy had told me that I would be given full support in the 
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SO Canada Square'g preliminary estimate bined 


Mr, Shibley: Yes? 
rep oye 
My , Rasmussen: poo 26 that time, The meet 
place at Canada Square's office at which Mr, Moog, My, 
gle tit ee aye! 2GOn wepa Present. The meeting didn'thas+ 


SAreri 
te 4 rare =e ae eee a eo 
operate, he wouldn't+ give me any figures. See there 


meeting, 


Would YOu please describe your 





feelings, as JOU described them to me? 
re son: Why do we have to have that? 
— eee paises se 






Mr. Hughes Well, I think it 4; important to 
ental SR caer Md 
evaluate the Measure of Co~o0eration that Mr, Moog igs 
affording the appraiser, 
hrs Finlayson: All right then I think che ques 
eee eer 
is to ask him what took Place, not what were your feelings 
after Yous left the Meet cing. 
Mr , Shidley: All right, What did YOu do Mr 


SO A EE TRI MENS ee 
Rasmussen? 


and Mr, Candy himself? SO6 unset and asked me to come down 


Bp) 7 bh ey => Fe. wt Wi me > — % 
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Mr, Shibley: I was just going to ask you are the} 


persisting in that position with you? 


Mr, Rasmussen: They are, yes, 

Snel 

Mr. Shibley: And you do not expect now to ever haya 

. s i + Gres . % 
access to their books of record, invoices, Ctcy; Subgcontracts, to 
LH 

assist you in your appraisal? 

Mr. Rasmussen: No, I do not expect to. 

ft EASES SE Na RS 

Mr, Shibley: With respect to the Specifications for 

ea 


the performance of work and supply of material, did you also make 
requests Por Sim those specifications that had already been Stiensd 
settled upon by Canada Square? 
Mr. Rasmussen: The only specifications we have had 
are the ones that are detailed in the agreement, d 
Mr, Shibley: Yes, have you asked for —— | 
Mr. Rasmussen: I have never asked for anything heya 


that except for some clarifications. 


Me. Shibley: Yes, are you going to require those? 


Me, Rasmussen: Yes, we will, and I expect to cet ther 








Mr. Shibley: Yes, have they indicated now that they ¥ 








give them to you? 


Mr, Rasmussen: Yes, they have. 
CET TITTLE) 






My, Radsmucadan 
Mr. Genest: Mr. Shibley , \abmummmab@dsenicc.- 


TE eee 





be up to date, £ am told by Mr, Candy that a larcea number of drawing 
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ax have been sent in the last couple of weeks, is it? 


fe j : 
het tino weeks alo. ‘ Pa 
Mr, Hinlaysonr 7—Mechanteat, ag: HSchanicar chiding We 


Mr. Shibley: We are talking about SpeciPications now. 





iT See a eA 
Mp, Genest: Well specifications and drawings, . 
“Soorteneeemantenaneaneneemeeese 
Mr, Shibley: On the other side of the coin, Mr, 
ee RE 

Rasmussen, although Mr, Moog and his Ss. People will not give you 


Pigures requested by you in some areas, have they civen you figures whi 


ered your estimate too low in the sense of coming forward wi 
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xample, did they do that witt 
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Mr, Rasmussen: Yes, they did, on the skylights that 





, were just taixing om A 
ley: So they give you the supporting data 


ynen it increases the contract but none other? 


should clarify that. My understanding ig that he was enly given the 
auantities on the Pilkington eontract, that he was not given the actual 
price paid. Now, could we clarify that with the witness? 

Mr, Shibley: I would be delighted to, Mr, Finlayson. 


@ By letter dated June 11, 1973, on the letterhead of Pilkington 
Contract Division to Canada Square, particulars were provided of the 
4tems in question including the costs, Were they not, Mr. Rasmussen? 


Mr, Rasmussen: Yes, they were. 





Mr. Shibley: And Mr. Moog was very quick to provide 
ALLELE LACLEDE ELLA LE EDAD 
ot 4 
24 oo " 3 Gas d 2 
you with a copy of that particular subgcontrac pricing? 
— 

Mr, Rasmussen: Yes. 

anal 

Mr. Shibiey: So that it wasn't just a matter of the 
specification peing provided. The actual costs were provided to 
you? 

Mr, Rasmussen; That's correct. 

—————————meammnnens 


Mr. Shibley: And this ¥ was one cf the items where 


by providing you with the 





actor's pricing 
44 would inesrease the allowance you were prepared to make? 


Mr, Rasmussen: That's correct. 


Mr, Shibiley? TI will have that made an exnibit, Mr. 


Mr, Chairman: Exhibit 230. 
Mr, Shibley: Now, ZL want to refer you to exhibit 207; 


Mr, Rasmussen, which is the letter of July 4, 1973. aay I take this. 


r, Finlayson: Mr. Chairman, I don't want to interrup 


Mr. Johnston he will be 


asking these questions but i am told that far from being what my frien 
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Soribes 1t > this isa preliminary 


itn Pespect to cert: 


M4 2 area 
> 2 per unit ailowance of 920,000 in hat facet of the oreakdown, 
Is that not right, Mr, Rasmussen? 


5 2G. Ag 





2 





WaS a very 5 Substantial increase 
in Pespect of that ese 


om, was it not? 


Mr, Rasmussen: That's correct, The pre liminary estimat; 
Nise 
Was around]y to $4,000, 


Mr, Finlayson: 
ee 


Yes, b 
It says quite clearly: obb 


ut this is not a contract price, 
have also wPrepared some 
igures Showing the Tange of prices for the various 
ltan 


Preliminary budget 








I will let the witness 
answer, Mr, Chairman, Mr, Rasmussen, in CUMStances ana for 
Wat purpose was the Pilikin NZton lettar Provided ¢$o YOu by Mr. Moog? 
Mr, Ra asmussen: When we discussed che 
estimates, 


detail of the 
they aisagreaad with lo: 


fizure that I had al 


Wed for the 


23timates? 









ay a 1 coe a 
ea ape 









121 pot qeauersue J 
Facies aad me. eataon r a 
ri. 0G0,)c"r ‘ tate scl ONO £8 36: eeetass 75 wail a 


as . 


ovrs. | - a Tye tates ait" | 





eon art 


Pa yogic uae rit. 6 tot TL veh uo of Saeneumapas .i | 


(eee aA 
> (82 wertt Sheets evil: ete Debs ="? Gate #95 


7 : = ¥ = .2 i” H¢€ ~ on poms api 
« Vc i roe 0 : 2,89 : wy [ez ~~ J - 
A! 
ale 23) uf 
S x eens -_ 
‘ e 

ebeezenl né to 000. e65¢ Seen? «ne pial 

=e oo r 


Bietsi9q. Jee 2a Yete- ElwW: GO. 7 oe ah a) fa; Mae 


es &¢ 
I * 
° > ee i. i me 6 ze fa ~ 
: a4 at : 
—* a 
Pa p - 
d -= ’ 
7 Fe aa - , + 9 a | pe « ‘a? Ie 
‘i. > * . 
rc : - \ 
‘= 
> 5..! I , ° = 
. * 6 
‘ ; 
fy M 
i of : ; a ’ ef 
, - — 
~? - oy we ae a 
‘ y~ = 9 
a ¥ 7cAe ’ 
’ 7 “~~ t és ' y ' od 
a | Zz 7 
a * 
= 7 52 , “ Le ¢; ar 
* : 
= 
= » er ) Ate | D EWveno 
=< 
7 f ‘ LL 4 =e 
: / 
: ‘ +3 , ] —4 i ’ 
‘ i a 
\ ~ 
3 a _ ~ 
as equa ett” o.¢ iF Ter 
u 
® id macs a= ni y avec | . 4 
' , : 
o-¢ 
; ue 6 ScOr [fi when £ 





a 





a ee 
Let ea Ang Paes a Ae: Spa act 
vye nave 25 numbers at $3,000 for a total of $75,000, 





Mp. Rasmussen: On our May 17, 801, on the same page, 

Ae eames dis 
you will now notice that the skylights have changed Prom 18 
in numbers to $20,000 a piece, 

Mr. Shibley: 1e8,.00r & tovalver 15 

Sci seated 

Mr. Rasmussen: $360,000. 

OR eee ee eo 


Mr. Shibley: Yes, that's $285,000 of an increase. 
LR te EE! 


Mr. Rasmussen: Correct, which was based on that particular 
ee 


Mr. Shibley: I don't know whether my 28% friend is 
LL REA CASA SESABNNI 


= 

a ewe oe 
satisfied ates ee Chairman. But I take it that the lptter was 
produced .—. what part of that letter did you rely upon to make 
that cbse to $300,000 increase? 


Mr. Rasmussen: eae stir total letter really, tema but 
Sl ie da en BO SE, 


eg the pricing mainly, 


Ym 


Mr. Pinlayson: My point Mr, Chairman, this is nots 
OS Te RETNA RENAL 


a production of our costs. Wa lidn't sign a contrast with these 
people to produce this at this price. It doesn't reflect our 
costs at all. There's nothing inconsistent with producti Soe 


Me. Moog's position, 


Mr. Shibiley: iL think m friend is missing the point 
Oo z ? 
ran anerrpereeesecpreneeeescin 


Me. Chairman. The whole point of the questioning in this area 
is to indicate that whereas when Mr, Rasmussen has made an 


allowance which Mr. Moog can show to be too low by the produetion 
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cf any kind or dovumentation from Sudcontractora 22 produces it, 


Spal 
Whereas in Pespect of any other figures, he's not Prepared 


h inlayson: This isn't a g Subcontract, We haye 
ner neneneeaneneeenteantararertane pease. 


Mr, Shibley: {35 Pilkineton Z0ing to ba the Sudcontragtop 


SE i wn nO Oa i 


for the SUupDiy of those vaults? 


Mr. Rasmussen: I don't know. 
eee eae y 
Mr, Shibley: Pardon. 
paren eetee ee 
Mr, Finlayson: Well, you can ask Mr, Johnston, but my 
PN ne 
understanding is they aren! &. Anyhow we don't ade a2 contract, 
Mr .Shibley: Was this document presented you in support 


of the increase <P-the allowance in your appraisal? 


Mr. Rasmussen: Renee was, 
TEST Pa ae 
Mr, Shibley: As though Pilkington were going to 
eat los athe SAC 
be the Supplier? 
Mr, Rasmussen: NOs necessarily, But that this was 
ee ee Be: 
the type of quality they were valking about, 
Mr, Chairman: f think the Point that Mr, Finlayson 


» 


is makimsHr doing this, this is not producing a contract, it is 
producing some other type of evidence, as that the DOint you are 
making? 
Mr. Finlayson: That's rignt . 
chat point 
; 2 


t 
Mr, Chairman, The pent that I'm trying to make is that when 


it suits Mr, Moog's Purpose, he Produges evidence of inereageg 
costs, 
A member: What do JOU @xpect him to do? 
Seshovieerinaes Sore 
Mr .Finlayson:This i$ not our costs, 8B 
nee, 
Mr, Chairman: But hets not being ineonsigs ciate Suppose, 
iri ic a aha aR 
in Producing par¢ of the contrast price. This 18 other evidence, 
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nag, 


tu 
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vp, MWhairman) 

» vbeen a fixed contract price he had, whether he would have produced 


Mr, Snibley: Mat Rasmussen will no doubt now have 
LLL OOOO EE EE) 
sgard for the fact that the evidence upon which ha was induced 


to add $300,000 to this evaluation should not be taken as Pinal 
i 


“Age ~ ae ti * 5 ful se oe — mer Uo 
iikinegtong may not said supplier Ga and the costs may 


Mr, Finlayson: And it was never represented to them that 
pe & the contractor or that these would be the prices 
at which the wmntract was to be signed. 


2 
Did Mr.Moog indicate to you that the pricing would be in accord 





Mr. Shibley: Well Mr, eEPUMeSeH eo I ask you about that? 


with Pilkington's letter? 


DA a 
Mr. Pinlayson: That isn't the question that Tf put Sa" 





the submission that I just seth Shibley. 
Mr .Shibley: I asked Mr. Rasmussen a question. 


Me, Finlayson: You asked him a question, but you did 





it in order to destroy what I said, and if you want to put my 
proposition to the witness I have no objection. But don't put 
your proposition to him and say it is mine. 

Mr. Shibley: I'm asking the oa eae the Pilkingten 
letter put to you to support sheinerease of $285,060 respecting 
Shat item? 

Mr. Rasmussen: To answer that question you nave to 

Sl Ea 
realize that all these figures are preliminary fizures, 

Mr. Shibley: I realize that. 

Mr. Rasmussen: And as such they are subject to change 


28 s00n as thafinal drawings and specifications have bean developed, 


i Wis 2} > We si) 2 4 } 

Mr, Walker: ““gammg They are allowances aren't they? 
» 

renentemsancietneanent 2 

W Dna: ° % + > 3 op 

Mr. Rasmussen: They are allowances, and as such we 
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4:20-4:25 pm — 
Mae a 


accept any support for change to our allowances that 
looks reasonable to uUs.gm 


Mr. Shibley: And was the EaLeington.) a. 


| 


Me, Rasmussen: And it was presented in that fact. 





Mr, Chairman: Now do YOu want to put your question, 
2 Serene eenneeeneeets es 
m2 : = - 
Me, Ses oe ea Cason = 


Mr. Genest: I'm vyery concerned, Mr. Chairman, @aat 
Sencar ene NEES 





the direction which this examination is taking. It seems 
2 





to be a fight between fr. Finlayson and Mr, Shibley, and 
Mp, Shibley making use of this witness to throw stones at Mr. 
Moog. It hasn't been brought out yet, I think, that this 
professional man, who is a professional and a very experienced 
one, the terms of his instructions from Hydro are to use his 


own independent judgement. ‘The WAY soos 
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H 2205 to follow 
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this witness, 


srices, and that gs not the case at ali. He is 


nis own independent 2B judgement...-. 


Mr, Chairman: I didn't get Tnat.ocs 


ane 





Mr. Genest: And I wish we would get a iitztie more of 
—agzey this witness's opinion of what this buiiding is going to cost, 
rather than use the cost reports: that Hydro is going to reiy on 
as the stick with which to beat Mr. Moog. - 
Mr, Chairman: f didn't get the idea, Mr, Genest, that 
Mr. Rasmussen Was taking for any means, Me. Moog's prices. This 


document, I gather, ,was put in to show that he would listen to 
/ , ms Z 





reason,if Mr.Moog some good reason resin (Ge should be 


= 


nigher then he would listen to it, and I think the point that 


Mr. Shibliey is trying to make 4s , does it work in reverse as wella 
However, I want to come pack to Mr. Finlayson. T didn't want 
to cut you orf from putting the isms question, af you wanted 
Se " : ; 
zai question put directly. You suggested that Me, Shibvley was 
not putting your question to the witness. 


Mr, Finlayson: Yes, well, Mr. Chairman, the question 


that I just wanted to put directly to the witness, was it 
represented to you, Mr, Rasmussen, hat there had oeen a contract 


executed with Pilkington for the prices gét out in Exhibit 2307 
Me. Rasmussen: Definitely not. 

Mr, Finlayson: Thank you. 

My, Genest: I'm sorry to upset you, Mr. ShibdBy , 


but I feel that we are just not etting the proper use of this i 


inhe! 


tad 


Mp, Shibley: I don't really know what you mean by that, 








Mr. Genest, out I think that if the line of aque astioning was more 


earefully Followed, you wouid have noted that 4¢ was a line of 
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H~-2205~2 Sept .6/73 
q * 25-4 230p om, 
Bon. 


(Mr, Shibley) 
get the cost figures from Mr. Moog. At the Pirst meeting he 


walked out —@ in dissust because of the way tnat the meeting | 


Mr. Shibliey: He did say that. 


Mr, Finlayson: He said he walked out. 






Mr. Shibley: I'm sorry, Mr. Chairman, but I am sure id 





that the witness said that he walked out in disgust. Did you 
not say that, Mr. RAsmussen? 
Mr. RAsmussen: Yes, T did. 


See ie ee ae 
Mr. Shibley: Yes. And then @ I asked the witness 





about the production of information tnat would induee him to inem 
his prices or appraisal, and Mr. Finlayson said, and i am dcing 
review for the benefit of Mr. Genest, "Well, show us some instance 
of itYand that is why the Pilkington letter was produced. 

fir. Finlayson: And you happened to have 50 copies in. 
hand. 

Mr. Shibley: I happen to have copies of a lot sy of 
documents. 


Mr. Genest: Oh, come on fellows, stop Pightine. 





Mr. Shibiey: Well, you made your contribution, Mr. 
RE nee, 3 


Mr. R. G. Hodgson: I am concerned about this examination 
because this Gages nat ion into the public Se SPOR ae heré 
and I thikk that we have to have this story for consideration as 
a total, and I don’t really appreciate the interjections of the 
Bolicitors at this point in time, 

Mr, Chairman? We 


See a ae 
I think the committee is trying to be fair, but as I indicated 
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od 


» I want to be fair to everybody, and 

earlier, I think this evidence is important. One of the .- and [I 
a WEE 

repeat myself thatyore of the points~usghas been put forward vg 

that there must be co-operation and good Paith, Now, I am not 
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wf [iso (Picci { oni 

. ——— ; cme ie ‘ . 4 ran 2 ~ e+ YW: T ey 9 
ayins that/tnere TSA's co-operation and good faith, but L certainly 
shink it is a type of evidence that bears on that point and I think 


4 . us PA 5 - “ 2 — on ae & oy ~ 
that is relevant to our axamiantion of the selection vu 


Ps TY ee oe Rive ny Ss be : 2 8 aw) ae gD =o 
Mr, Shibley: Mr. Rasmussen, there was an earlier effort 
to elevate your inkines as to tne vaille 5P the mechanical system, 


is Exhibit 207. Is that not eorrect? 


Mr, Shibley: Haye you gos that letter in front of you? 
meena a 


Me, RAsmussen: Yes Y have. 
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Mr. Shibley: And in that letter, Tamblyn, Mitenell 





_- would you produce the copy? 


Mr. Chairman: I think he is getting it. 





Mr. Shibley: Oh, you have your own there, have you? 





Mr. Rasmussen: Yes, I have. 





Me. Shibley: That was an at tempt vredicated upon 
SS s 


el 


a 
a comaarison with the Transimerica pbuilding, is that correct? 


Mr. Rasmussen: That is correct. 


RE 


Mr. Shibley: Did you aceept that comparison? 
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Mr.Rasmussen: No. 
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that I ean use that for a basis for anything that we 


ce) 


+ computation of some eS | Did you accept that? 





Mi ribiey: And this is the exhi ibit with notations — 
ee ae 


on the tail page of page 4 as to khax why you don't agree with it, Ts” 
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L, . 
Mr , Rasmussen: The nosations arepan associate of mine, 
erage an Se - 


Mr, Shibiey: Yes, 


Mr , Rasmussen: It didnt make sense to me but just to 
nee 


make sure, I passed it on to one of my associates, | ‘ 


Mr , Shibley: Yes, 
re 


Mr, Rasmussen: © happened ¢o be out of ieee she next 
EEE MENS tera 


day so he Just left me the letter with his notes on it, 


Mr, Shibley: Yes, ana whai 

A 

Mr, Rasmussen: Well 

i NE! 
thinking, 

Mr, Shibiley: Yes, 
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Mr, Rasmussen: First of WN Me 
Se Seen 


he is questioning whether — 
the Trans@merica is a fair comparison 


83 far as gross Lloor area, volume 
and assigned population, 


he 


$ an improper comparison? 


nus 387 : It is not the same type of a building 


Mr, Rasmussen: Thatig right 
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Mr, k Rasmussen: No, we don’t. We have our own 


ation for the same periods which is somewhat around 16 or 18 


J 
a oepyt 
= we wo 
Me, Shibley: And then the third point is something e 
ices neememanineeneninencete) | 3 r 
x 4 po aR ‘s 
yo Air chambers ; ovaity fee cannot be OrournY nto discussion. 


Mr, Rasmussen: Well, it is based on the figures we 
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hale eee es OF hep Ae That's this letter of June * 26, exhibit 





where Mr, Moog was csliaiming &*&——, 
Me, Rasmussen: A royalty. 
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Mr, Shibley: Over $2 million royaity. Is that correct? 





Mr, Rasmussen: That's right. 








Mr, Shibley: Incidentally, even if royalty was payabie, 
what would be an appropriate allowance for royalty? 


Me, Rasmussen: I really don't know. 


See ee Ee Te 


Mr. Shibley: Be I see. OK. Then the next item is 
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ro) a Y 
“‘@nanges during construction ol 202 may be invalid for comparison. 


: : t 
That's the changes between item 2 on the face page, is that correct? 





Mr, Rasmussen: That's right. 


AE, 


Mr. Shibdley: So you weren't prepared to take that into 


Mr, Rasmussen: Definitely not. It is pretty well 
recognized in the industry that changes that are done after the contract 
4s signed normally carry 4 higher mark-up than the contract itself. 

Mr, Shibley: And then your partner makes a further 
general comment and I want you to deal with that. Would you read 


tnat out to me? 


Mr. Rasmussen: I am sorry. Which item are you on? 








Mr, Rasmussen: Item five? 
{ Shibiey Yes. 
Mr. Rasmussen: ‘fI think this is an attempt to suck us 





be SA - 9 ae at be 
nto agreeing on Canada Square price. 
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Mr, Shibley: Yes, 
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ir, Rasmussen: Andyjust says de carerul 
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Mr. Shibley: ‘OW, why would he make 
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general comment? What's your information 488 to that? 


Mr. Rasmussen: Wells 41t 18 ap attempt on their part t 
pte ne en 
Bet us tO agree to their ‘4 oure, 


Mr. Shibley: Is there any background that Would xq 
make your partner adopt that mental posture? 
Rasmussen: Just general attitude, Not on this 


particular case put it is not Something that we are unaware of, 





Mr, Renwick: Mr , Chairman , could 
Sia n 
I see the writing on that Daze? 
Mr. Rasmussen: Well, he is Saying that we Should use 
Rls ee en ene 
different buildings for Niece we have in our own Pile, 
LS 


Mr. Renwick! {Baa qaadacoanen een is that what it ig? 





Mr. Rasmussen: NO. it-«says = Jou mean, the las¢ 
ee eh ae et 
line? It says HRA comparison, He qs5 using the Bow Valley, the 


Pacific Centre and the Capital Plaza as com Darisons, 
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Mr. Renwick: Oh, thank you, 
ae ahbidein 
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Mr. Chairman: Mr. Rasmussen, you make these estimates 
: ne 


ag you go along and Tf presume you will be continuing to do tha 


Mr. Rasmussen: Yes, we will, 


en OC OR abe a 

o Mr, Chairman: What if the inal estimates come out 
eee Peete etiam aiicintinines ipod poss 

very low or very high n? When I Say that, when fou add them ali up 


at the end of the Project low, 


Mr. Rasmussen; Right, ; 
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My. Chairman: 4> That doesn't m mean you still go by these? 
SI aap . 


aur? estima‘ is our estimate 
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>, Rasmussen; i68, we are 
$2.4 oe oe 5 { St a4 : es man meee oe 
Mr. Chairman: But certainiy the relative H vaiue 
es Se ae, coe 


(iding has to be taken into consideration. IN 


could be. As I said before, all these figures are basic 
allowances and as soon 45 we have been given final drawings 
and specifications, we will revise them if necessary. 

Mr, Shibley: Those revisions could be up or down? 


Mr, Rasmussen: They could be either way, yes. 





Mr, Shibiey: So,reaily, you are only speculating 


Sealants ta Weems 

when you make an allowance or ats a calculated guess? 
Mr, @asmussen: it's a calculated guess. 

Shibley: But the basic figures, thoughl 


you back to your first report. You got a very 





it 2 would 





pase price of $30 miliio n established, There is hardly any 
room Por fluctuation from that as a orice in terms of going 
down below that? Is that not so? 


Mr, Rasmussen: Oh, I wouldn't say that. 





Me, Rasmussen: Its certainly a possibility, but 


rE OS 


not for this particular building. 








Mr. Shibley: Yes. Your expecta ticns\_j I see. Its 
ae 


up or down is that so7 
Ww cas o3 y= 
Mr, Rasmussen Yes. Even on the basic items, we 
SME, Mer tS 
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7 crt a e 
Mr. Shibley: Yes? 


Ir, Rasmussen; And the only thing 


Mr. Shibley: Yes, 

pth tl cabal on 

Mr, Rasmussen: Now Our preliminary investigation 
Saga ‘ 


2 
5 = ~ 3 lay Geo 
\ aporoximately ESTES 2 = 


te g 5 : 20, Pe eR dod 5 
on tne reinforcing steel as far aS quantities are soncerned. 


Mr. Shibley: I dontt know whether we are on topic 
ee a ces ae 
or whether we can get involved with YOu on this but you are 
an appraiser of sorts ana you're familiar with the employment 


of the phrase "appraised value" within the contract? 

Mr. Ras smussen: Yes, 

Mr. Shibley: Can you assist us bncnery 

Mr, Genest: Mr, Chairman, he's not an "appriaser 
of sorts" s de? Sa quantity Surveyor, which is two different 
kinds of animals. Before we get opinions, lets make Sure of 
his qualifications, 


a 


Mr, Shibley: What is your function? What do vou 
hold yourseaf out as? 
Mr, Rasmussen: Quantity surveyor, iF you are 
talking about appraised *alue of a finished building, we 
are not appraisers as such, 


Mr, Shibley: Do you contributed to the appraisal 


wk 
U9 
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Mr. Rasmussen: We may. 


Arh 


MERXSAL Lax ex Enxwa xnnagxnay 


Mr. Shibley: [In wnat way? 


eth dant cdodienh cf 
1h 
Mr, Ragmussen: By estimating Ene eoduaeiae value, 
a ra 


» Shibley: I see, And is that your instruction 


Mr, Rasmussen: No that's - well, you may call it 
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the rads rep production value but that is to report true 


Struction costs to the best of our ability. 





Mr. Rasmussen: That nas to be compensated Torso, 
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Mr. Chairman: That's the point I am making. The 
figure you produce may not be the appraised value? 
Mr, Rasmussen: That is correct. 
‘ Mr, Chairman: Now, it is your firm though that 


a ~~ a — on YF aD 
is going to make the appraised value: 
| = 
A | <> > a 
Mr. Genest: Ns. No. Its Chaffe, 


in an appraised 


No. 





Mr, Rasmussen: We 
or estimated construction costs. 


Mr, Renwick: 


are talking reproduction costs 


I understood -- oh, I don't know, I 


suppose there is nothing in this but semantics for our 


purposes. I understocd Mr. 


value was the architects fees, 
reproduction costs. My question to Mr. 
or not 

3) de boo we a, | 


reproduction costs with respect to some 


to be called 


Mr, Rasmussen We would have 


a aenanennmenatataateeens! 


eo 


but -- to pass on the information, yes. 
Mr, Renwick: A quansity surveyor 
fir 2 HEUWLOR 
role for an appraiser in some circumstan 


dil pick 


normal 


y 
give woullor a quantity surv 


MeCalium to say that the appraised 


cost of interim financing and 


Rasmussen is whether 


o Gmeeete appraiser who might be selected would, in 


eying firm\ishe 


element of something 


toget Hydro's approval 
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would play that 


Mr. Renwick: Could you perhaps help me --— perhaps 


it up in the evidence - 


Pate 
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Mr .Chairman: But wu are employed by Hydro are you 


CEE Asse 
not? 

Mr. Resmussen: Yes we are, 
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Mr. Genest: I don't know if the committee is lost, 4+¥+— 

A RR ERTS 

Mr. Chairman: I'm los¢ of this point. 
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fe % 

Mr. Genest: One of thepurposes of hiring Hanscomb» 

Roy is to make sure as Re eA to keep an independent 


SF 


$34 eae into this #3epex 
ope 


building, or if there 43 less we are going to get theproper 
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d 
credit to see what is scing on. To es assist Mr .Candy in 
sy 


Mr. Renwick: No Tunderstand that. 


Me. Chairman: Well TI have been wrong in my understanding. 





Mr. Genest: I thoughtthe Chairman, with respect sir, 
energies q 
had perhaps forgotten that. 
Mr. Chairman: Yes, i'm admitting that I was wrong 
a as atte 


on that. I'm admitting that: 
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Mr. Renwick: Now I may have los 
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question. 


Mr. Chairman: Mr, Shibley has the same complaints 
SS ce nee ee REE OER. 


to make from time. Star¢ again. 


phrase it this 





way. IP there were a provision in the contrast between 


O=eaies Canada Square and Hydro orovising for audited costs 
upon the completion of tha work ,would your role be a 


duplication or yah would you be retained in that event? 


Or let me put it another way, i3 the retention by Hydro of 
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Renwick) 

pbuilding with Canada Square? 

Mr, Rasmussen: There is no orovision for auditing. 
IY" 6 1 Z 


OE SLATES 


Mr, Renwick: So to that extent this is an additional 








Mr, Rasmussen: We eould have done the same role at 





the end of the job, yes. at 
Mr. W. Hodgson: Mr. Chairman, I don't Mr. Rasmussen's 
A 


job is at all for that. It is purely a job to see that the 
quality goes into the pui@ding and what kind of quality goes 
4nto the building. 

Mr. Rasmussen: Yes. 

Mr, W. Hodgson: There is going to bey 


eer 


Mr. Rasmussen: There is a very definite distinction 





between the role we serve now and the one that you are mentioning 
as being an audit after the fact. We could perform either. 


Mr. Renwick: I understand you coulda perform but would 


a eeeeeenmned 
it bey necessary for Hydro to retain your firm for this purpose 


oy 


4f there were an audited cost provision at the end? 


ee 


Mr, Rasmussen: The purpose that we serve now is to 


EAE AAO DEL ELDLLE DA PELE SELB ES 


a4 
at all times keep Hydro informed to the actual value of the cine 
A 


ie way it is being sonsnrpenes. 6 that if there is provision 


for increasing or decreasing sost that they have ample time to do 


Mr. Renwick:Well in a very gimple way let me try once 
—— ane 
again what is of concern to me. Let me assume for the moment 
that the contract between Hydro and Canada Square provided for the 


disclosure of 3am cost by Canada Square. Would 4t be then normal 
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He < *» 
Mr. Rasmussen: 
Renna snmeasees eel 
Aq vo ? s 
Mr. Renwick: 








Mr. Fenwick: I'm not 
and wnite position. But the 
Mr. Rasmussen: The 

4 





Mr. Renwick: Your 


CARRE rr reraecer 


were drawn to provide for costs disclosure would 


advisable for Hydro to have retained your firm to 


=e 
Oe 





contract 


3 
® carry 


out theongoing quantity survey work which you are now doing? 
i 


Mr. Rasmussen: 





wees Arp ei Pe : 
if there Lea facilities for an audit 


of the books it would come after the fact, and as such it 


would be too late to do Something about it, if Hydro wanted 


to change 


are doing 


the design in any way of the building. 


What 


we 


now, as {~ ene is to keep the Hydro abreast of what’s 


going on. We can tel them today «@ what the building, or 
at least what we estimate the zaegeex Duilding is worth three 


years from now or two years from now when i¢ 


is finished. 


If we say that the bullding is worth what it is 
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say it costs less, it gives Hydro the opportunity to add a few 
things that may not have been spelled out in the agreement. 

aud 
Or on the other hand, if we tell them they are too high A they will 


axbra charge at the end of the building, they have 


Mr. Renwick: Within the limits of the contract. @ 

Mr. Rasmussen: Within the limits of the contract. Right. 
Mr. W. Hodgson: But there would be no way of anysne telling 
Rt AE hee 


the quality that went into the building by looking at invoices. No way 


Mr, Rasmussen: Not by just looking at invoices. 


ee ju quiited 
Mr. W. Hodgson: WE11 invoices, or even having 3 statement; 
a Fae: | 


there would be no way of telling the quality that went into the 
haa 
building until you uaa Somebody on site checking. 
a 


Mr, Rasmussen: Yes, I agree with you. Although what you 


———————— anne 





are tailing about, an audit, if you are talking about just strictly 
an audit of figures they wouldn't tell you anything. | 

Mr, W. Hodgson: Nothing. 

op eee doe Sia 


Mr. Chairman: Mr. Genest, can you help? Team cthink I 





Mr. Allan: Mr. Chairman, before you get into it any further 


YT am very sorry to have missed some of this evidence, but 
vir. Genest made a statement, and it seems wekn we get talking about 
the Pinal building, we are always in a haz? as to whether the cost 


of the building enters into it or not. And I 2 z understood 





Mo, Genest to indicate that it did, and I don't think it does. 


Mr, Genest: It is a factor. You can't say that cost isn't 
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ine ~ . , 
i 
e \ the 
PERE te oy A OY 2 4 Sy oe a 
Mr. Genest: It is noe, COMET On TAB Ate 
hell /~ 
en cn 
es 


Mr, Allan: c“YAat pou may use in trying to come to a settlemen 


ep ev 
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vet 47 Maw - qo 
with Canada Square. 


Mr. Genest: Mr. Allan, if Canada Square get a strike that 
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ke. Let's be absurd for a minute... 
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Mr. Allan: But that has nothing to do Xk with 





Mr. Genest: No, but that ts s COS Su It isa 





concerns Hy 








Mr C : a. cost. 
ie ay a i 

Mr. Allan: But you are using 
ee ee 


adifferent connotation; that is, that. when JOu come to decide no 
this building, whether you pay the rent that has dean determined, 
whether you pay less or not, from my point of view the work that 
Mr. Rasmussen is doing is Only going to be one of the tools that yo 
may use in endeavouring to come fo a settlement. But the agreement 
very definitely Says that ig is the appraised value of the bul lata 
Which Mr. Rasmussen Said isn't in his jiine of work. 

One question I would like to ask you, though, If you were 
asked for the replacement value of this building, do you use the t 
figures that arise from the cost of the building, or do you anticipat 


what a like building woula cost if you began to erect it at that 


time having regard to the inflation that 


“4 


vould probably apply? 

Mr. Rasmussen: Tf you are talking about a replacement cost 
of this particular building, we would use the same figures that we 
had arrived at at the end of the Duilding, and we would escalate it 


to a time that YOu anticivate Starting the contract 


i 5 a? ~ . 
Chine 
Mr. Allan: That was the Sees I was trying establish 
nee eycnermnnneemasesvete: 
yesterday. You know, that isn! t much of a Figure to use to 


determine rent by. 
Mr. Genest: 
SUassaR Mr, Allan, I'm sorry. i think there is 





&@ real misapprehension here, 
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Mr. Genest: No You see our contention is that it is “thea 
4 
Gen et a ee 
cost of that building Standing in place in Lo ae, 
R A 54 t 7 : i ee 
Mp. Allan: Well then it isn't tne replacement eost. 
/ v 
“ir. Genest: Yes, but it 48 historie¢alwo¥¢ is the historical] 
Sa Pe ies, 
cost of Na&ing that building epected as it stands in i975. 
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7" 
Mr. Allan: Yes, but yesterday, when we were talking about 


nnd 


what appraised value meant, the opinion was expressed by someone 


hat it was the replacement ‘alue of the building; that is what it was 


bh 35 2st that 


Me. Walker: “23% was historical sss, I Spb ieee 
a Se 


r ay 


- 


Me. Genest: Because 4f you start the building in 1975 you am 
CS een aaa 
not going to have it until 1978. 
Mr. Allan: I raalize that. But if T was going to express 
(a tai as. 


an opinion now, with very ggaat respect, as you legal people do,., 


Mr. Genest: We mean ath 





— 
Mr. Allan: ,1 would say that the wording that is going ta 
Se anna it 
aon 
be used to determine egy value of. this building, I would have my 
# 
doubts as to wRakxuasxknaa whether ale Wasa the most appropriate 


gerding that couid have been chosen. 





My, Chairman: You may have come to your conclusion before 
all thdevidence is Ne Allan. 
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him, because I think we have got hung-up on 


Soemeege at different 


tion of what quality 


of what quality 


and of 


means in his professicn, 


fanS. Go 


Le 


wna 





jus 


leaves, aire I wonder if he could give 


ally means to 
¢ quality means 
hear his explana- 


I want to ask 


him a couple of other questions :<ampeeimgme I understand one of 

your duties is on-site day-to-day work activity inspection? 
Mr, Rasmussen: 
eaten 


No, that is not correet, It is not 


on a day-to-day basis, it is almost when called upon to do so, 


We will make periodic inspections but not ona day-to-day 


basis. There 


is not sufficient work going on at they;site to 


warrant us to coming there on a day-to-day basis. 


Mr. R.G. Hodgson: WE1l can I pose this question to 
LT TT OT Arse: i ween acess) 
yous Say you see very obvious corner—cutting activity,. 


would you report that or would that be part of your respon- 


sibility? 


Mr, Rasmussen: Yes, we would. We may not report 


it as such but we would reflect it in our prices. 


Mr. R.G. Hodeson: Rignt. That's the voint I wanted 
gx oS Ps 


to get. Thank you, 


ifr, V5 5y 4 € ° 
Mp, Chairman: 


SO REE OTOL I Ie I tte ate 
Mr, Genest for a minute, 


I would like to just come back to 

Hanscombd Roy are employed by you, 
: 9 ty a = 

isn't that correct? When Tf Say by you, I am referring to 


Hydro? 


Now, what purpose do you put the 
Pinal report of Hanscomb Roy to in determining the appraised 
value? Any purpose at all? 
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contracts is going to beayfanscomd Roy estimate a i Pa Ph ©, be, 
“4 a 8 . ’ 
ogavwnich we will ada a reasonable figure for interim 
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Pd i ahn2z +a? a 
financing and architects Tees. 


p 
Mr o Chairman: So that becomes Hydro's positicn? 
ad ALLL OAD 


Mr. Genest: B No, But we are going to say to 
Wena? 9 


t 3 = ™ 
Chaetey OCR no were’s the pest evidence. 


; 
Mr, Renwick: Contractorsy profit? 


ER 


Mr, Genest: Well, his figuresS yes » his figures 





3 


2 u 2 
now include 4 contractors profit. A reasonaoic contractors 
profit. 
fr, 3 5 ay 

Mr, chairman: Well, wasn't as wrong shen as I 

cre ere tat ALLE LLIN CAN 
thought. 

Mr, Genest: It dian'tt in the first May 17 but it 


1, doco rot 


Me, Shidiey: ieee doesn't... I shink you had 
ea San io erent 


does in th 
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petter ciear that up, Mr» Rasmussen. 

Mr, Rasmussen; Yes .o° 

Mr, Genest: It says ‘profit? " 

Mr, Rasmussen: eo the profit portion as I mentioned 
before, we break an item out called overnead and profit The 
overhead is strictly site expenses and running expenses of the 
job including insurance, permits, what-have-you. When it comes 
to the atem' profit) it wili have to include the contractors 
nead office expenses.» Every contractor will have to. have an 
office to operate from and those expenses are not chargeable 
directly to any given job. As shalt st would be included in 
ghis prorit margin. Noes OSE I was told originally to eliminate 
the word profit! I oes eeneae then omitted the same item, 


and Ixeported dp 3s guch that there should be an allowance 


made for that. We nave subsequently done 39, making an 








(Mr, Rasmussan) 
YLo j 
allowance oe es “ractors head offica @& exvs 
Of- ; 
Clean-cut margin \e® profit Yor this project, 
luded it, 


Mr, Shibley: f would just likes to 
eee ee 








Mr 9 Shibley: Wend. May 900 
<tc aeeeeatpanenenRennSpNNsaessraaen; 


Mr, Genest: The current one, 
ela wad a aha 


Mr, Shibley: Gees! You are haying a bad afternoon! 
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Mr. Shibley: .., under that heading, hobw tts been ,. 


In the last of the serias OF three reports that YOu have com- 


Piled to date, Mr, Rasmussen, you have allowed $3,135,000 


under that heading, is that correct? 


Mr, Rasmussen: That’s PIente it's detailed on 
pa ast ot 


Dage 9, 


had 
haveysome evidence, I might Say; I think Mr, 


Hot ie 
on checking with Pecpie in the industey oe 


factor of three per cent for overnead 


Rage oo PS are lee carer" to 


H-2211 follows 


Mr. Shibley: Yes. Now then, if that is for -— hb 
ICR ae ee 


McCallum said 





Q 


Perse enink 
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a factor of three per cent 


ct 


for profit were factors given to him, Would that accord with 
your own udnerstanding of allowances for those two headings? 


Mr. Rasmaiissan: Sor did you say three per cent overhead? 


3 








fr, Rasmussen: gees would not correspond. 





Orv 2x 


Mr. Shibley: What would you say would be appropriate?’ 
ce 


e 


Mr, Rasmussen: I would say it would be morale 





six per cent. 


Mr, Shibiey: For each of those? 





Mr. Rasmussen: Ng, for the overhead itself. 





Mr, Shibley: Six per ogee for overhead? 





Mr, Rasmussen: That's right. 





Mr. Shibley: And howmuch for profit? 


Bi 


Mr. Rasmussen: That depends on whether you want the 
a 


job or not. But sx I would say it would vary somewhere araawa 
Ses! 


four per cent. S8ut of which 30 to 50 per cent of that 
4 ? - 


would be for his Head 





Mr. Renwick: That would tie back into what Mr. McCailum 
was saying" 


Mr, Shibley: Exactly yes, that does tie-back in. 





When you gave this $3135 million aliowance you are talking 


2 pe * S 
about overheagsite overhead, site accommodation, ,that sort 
3 


. Rasmussen: Yes, that's right. 





Mr. Shibley: And it's not inclusive of a profit? 





Mr. Rasmussen: No. 





Mr, Shibley: I want to ask you about,.... 





r. Renwiek: Covnid tf Gust ask; :. 
| rd 














Mr. Renwick: Mr, Chairman, have we fOt the terms of 
A ARSE cence, " 


the retainer of Hanseombd Roy by Hydro amongst our exhibits? 


Mr, Shibley: Not yet ay 
ey 
Mr. Renwick: What f*m curious about isjthis an ongoing 
oe 
BaSoeReR retainer over the whole period of {structions 


Rasmussen 
Mr oS > Yes it is. 


Mr. Shibley: Thank you,Mr. Renwick forreminding me 





to ask that. Would you outline and other 





arrangements you have? 

Mr. Rasmussen: Our metainer, basically consists ‘eRe 
two points, The first point being our preliminary estimate 
to arrive ata Starting point» and the second point being an 
ongoing updating of that prelimary estimate until the completion 
of the project, aust we are to issue no less than quarterly reports 
on the current costs. 

Mr. Shibley: On what fee basis are you Going your work? 

Mr. Rasmussen: Total, money.wise? 

Mp. Shibley: Yes, 

Arpaia Torte Leh 

Mr. Rasmussen: Or fee for the preliminary work was 

ae EOT  neathc as 


$25,000. Our fee for the ongoing a reports are $12,000, 


Mr. Rasmussen: That "$1,000 per reports, 

semen eee tae 

Me. Renwick: What does that make the total? 
pee ia cea aad ad 

Me. Finlayson: $ 354 goo, 

Mr, Genest: $37,000 

tan andl a ia aig 

Mr .Rasmussen: sna from $35,000 to $39,000 

depending on how many reports we issue. 


Mr. Allan: Gt's mordthan that ali together. 
SOLITON ea 


Me, Rasmussen: That's right. 
Pes Sicht cla ea 





Mr, Chairman: They figure on three years. Do you know 





Mr. Rasmussen: Yes they do. 
a 
Mr. Genest: We have a full—time man on theasite Mr. 
ap eA Xs 


Chairman. " 


.Y XZ a i % pes yea H én , wy] ay) 
Mr. Chairman: So these fees ‘ay Hydro, | the clerk of 


the works and your teediwould be outside the contracts, oP course? 


Mr. Rasmussen: That's correct. 





poeta 
Mr. Shibley: I'm going to produce the ag documentation 


in that respect. I haven't got it reproduced for all memelammc— 


members , butperhaps we mignt make it the next exhibit, Mr. Chairman. | 


gw set of documents evidencing the arrangement between Hanscomb Roy 





and Hydro. Exhibit number « 

Mr. Chairman: 231 , 

Mr. .Shibley: I don't think we need go beyond what 
you've already @ told us) Mr. Rasmussen, I want to ask you about 
some further pecifis items in your reports. One is the increase 
of the allowance for site development of $855,00 in the ultimate 
report. You've already indicated that these are allowancesonly. 

Mr, Rasmussen: Yes sir. 


Mr. Shibley: And must await the actually performance 





ofthe work before a final figure can be given 


Mr, Rasmussen: That 'sright . 
: } 


Mr. Shibley: Then in your May 17 revised version report 
LLL LLL OL tt 





you have added an item 13, nish to auditorium of $175,000 that 


nad not been in your earlier reports. CAn you tell us about chine 


ee ee 
ey 


Si: 2212to follow -~ 
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Se ee ae 
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oe 
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% 
M.r Rasmussen: In the agreement, we thund &@ clause 
va) } » 2 £3 2 4 : 
sayien, that the auditorium would be finished at the expense of 
a : 


Ontario Hydro. When we scrutinized the estimate from Canada Squar 
4 


and how they arrived at their rinai f Bure, we found that the 


Pinished auditorium was ineluded in that fipure, So we have Sinee addea 


it to our @ figured as being part of eae Canada Squares costs, 
Mr. Shibley: Now, on the other Side of the pichure, were 

you alert to the circumstanee that the specification 43 to lighting 

had been altered by Mr, Candy. dy letter EK in September of 1972, 


from 150 to 100 candle power? 
Mr. Rasmussen: T don't know if we were made aware of 
the preliminary one. Wa have always worked to the latéer one. 
Mr. Shibley: To which one? 
Mr. RAsmussen: The POR 
_— 


Mr. Shibley: The 110. So that these Picures are 
based on the 110, candle power? 

Mr. Rasmussen: Yes, they are, 

Mr, Allan: 125, 

My, Shibley: Well, whatever it is. These figures are 
Dased on what is actually going af se 


Mr, RAsmussen: Yes, they are, 


= nee EE I 
My. Shibley: Now, I am not S0ing to take you through the 
Sotomenntee ed 

whole exercise of how this extra cost for the ceiling works spose 

but I take it that faa although the extra cost a for the ceiling 

Is $1.5 mil ifon, part of that is becflase the eleetrical fixtures 

are included r 
My, Rasmussen: That? S right. 
cee eae 
Mr. Shibdley :0On the other hand, because of the’ tyne 
re neice 

of ceiling involved , the servicing for that tyne of installation is : 


Increased as weil, in an amount equal, more or less, to the cost 


oP the fixtures, Ts that right? I want to get through this 


‘nOut foiling throurh a maze of exalanations but ip you could 


a i eee 








0-5 .05 pm 





- axplain it to the committee. I think in the overail 


to the overall cost of something close to $2 million? 
# 
Mr R maga Not necessarily ii cre way vou 
Mr. Rasmussen: Not necessarily in the way you 
DD ROG TR OO ALS SS 
are putting 2t. Phere is considerable increase in the 





Mr. (Shibpiey 2s. Yes? 
ed 


Mr. Rasmussen: Some of that is based on the changes 





to the ceilings and some of that was pased on misinterpretation 
on our part as to the requirements. 


Mr. Shibley: What I think the committee is interested 


et 





in knowing is what in the overall, bearing in mind that you 
have the fixatures included And thereby reduce the lighting 
costs but the seyvices are added in, what in the overall aces 
the change in the ceiling amount to? 

Mr. Rasmussen: I do believe I gave you some figures. 


Mr Shibley: Yes, you did. 





Me. Rasmussen: I can't rememdver them. Its somewhere 
Ds en eeteincimneeteentieminnnmeeno mee tte a ‘ 


around a ®@ million and half. 


Mr. Shibley: Yes. In the overall? 





Mr .Rasmussen: In the overall. 


DEERE ADIT ATE IEE ES OBIS 


Mr, Shibiley: ONe and half million dollars? 


i 


Mr. Rasmussen: That's richt. 


Ta eae een tah ta 
Me, Shidiey: Mr.: Chai say i pave a quasi-commitment 
‘Cae creri secant AOR 9 Sn iment : 


tapes to be through by five Seloek if possible and unless 
there is further questioning of the witness by members of the 
cammittee, I an not “While to pursue this further, | 

Mr. Chairman: I think we are ready to carry on to 
the point of finishing with this witness. 


Mr. Shibley: 








to add very much. Mr. Rasmussen your reports as tabled and as 


hatam ) 
Det Ore Vey 
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cD 


reports that have b 


en produced to me? 

Mr. Rasmussen: No, we are in process of 
interim report now. 

Mr. Shibley: When gg might that be available? 


Mr. Rasmussen: Within this month. 
ingen >a teammates erate g Be 8 . 
Wr Gensel? Le wiehS still be hae. 






inn PLO Yow den iss 
Mr. Rasmussen: No. 





Mr. Chairman: Mr. Genest.., 





Mr, Genest: I have a couple of questions that I wou 


Daeeeeemeenmeneneeneee nee eneate aieeommennemntaell 


put to the witness. 





Mr. Chairman: Put them through Bae you will_sir. 
Me. Genest: May the witness be asked whether in his 
FRIES se slam nee 
considered professional opinion, unaffected by the represent 
others, it is his view that the estimated cost of thés build 


is $37,499,000? 


Me. Chairman: I have just asked you that question. 





Mr. Rasmussen: These figures that are before you ar 





and I wouldn't have been here testifying today if I didn’t b 
that they were correct. 
Mr. Genest: And to make it clear, is 
atten ee 


1% 
they do not include any amount for interim financing or arch 


and consultants! fees? 





Mr. Rasmussen: Seles correct. it is strictly~-cons 
costs. 
Sb. - y 
x Rs 


Mr. Gernest: And I suppose “keeaiS a matter of arithme 





the ht 


we added a figure of $4 million for inteim financing and are! 


fees at 8 per cent, we would get a bui 


te 
Cu 
t dy 
es 
0 
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Oo 
"3 
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ya 
aaa 
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Mr. Chairman: I don't know whebher, I am not s0 su 
, doe , v7 
a y g Ff tn GARCIA G 9 
want to 2vomment on the atv OR % 
SONS J 
ir, Rasmussen: I would prefer not to answer that. 


MP. Shipiey:iAll right, have you anything you want to add? 


oa like 


ations of 


truction 











H-2213-2 ‘ 
Mr. Genest: Another que EAE Soe I may ask be put to the 
itness. There is an item of $2 million for contingencies. I would 
like the witness asked if in his opinion at this stage or the 
imating procedure that constitutes a real item + which has to enter 
into calculations? 
Mr, Rasmussen: Yes, very much so. As I - explained to you 


a @ little while ago we are now in the process of going through the 






structural estimate again. We have indications that the reinforcing 


‘> s 
steel hays been underestimated by us by approximately five per cent% 


We will make that adjustment to the cost of the structure, but we will 
balance it out against the contingencies. And that is an ongoing 
process as far as we are concerned. Theat tinat figure will not 
change until we have used up that ¢2 million of contingencies. So 
it 1s a very real figure to us. 

Mp. Chairman: Any other members hav any questions? Thank 
you very much, Mr. Rasmussen. 

Mr. 8.G. Hodgson: I wanted to ask him if he would explain 
what he considers quality in a building? 

Mr. Chairman: Oh, I'm sorry. Would you repeat the question: 


Mr. R.G. Hodgson: I wonder if he would explain briefly what 


things he considers are quality in a building You don't have to 
explain it Bll, 2 think certain Teatures and Resets a | 
Mr. Rasmussen: It is a little difficult to pick out a point 


I have read reports from this hearing with very much interest. And 
there have been some statements made that certainly would be hard to 
argue. On the other hand, I think, for instance the statement by 
Mr. Tatham saying he could have produced a building for $15 million 
less, I would question that. I don't think he could produce this 
building for $15 million less. But he could probably produce a 
building for $15 million less. I wouldn't argue that point at all. 
But to me that is a question of quality, what you consider quality, 
and what Hydro would consider quality. I would say that there is 
probably the possibility of cutting the cost of this particular 
building by five per cent, if you want to go in for,should I say, 


bargain basement items. But if you want a building that is going 


(Mr. Rasmussen) & 


Wry 
“e. 


into the building. And I think—it is my professional opinion—~—I 


think they are going in the right direction. 


res 
Mr. R.G. Hodgson: Lasting qualit: so that Hydro would 
eae eee seri Oe APCD AADACO DEO ACA OY é vu 
have 2 real asset at the end of -30 years? 


Mr. Rasmussen: That's correct. 





Mr. R.G. Hodgson: And you consider that they are going in 
ohn basal lid Maat asco? 
the right direction to obtain that? 
Mr. RAsmussen: Yes, I do. 
a anemenrnnd 


Mr. R.G. Hodgson: Thank you, that is the answer I ,wanted 







ee ee ae eee he eee 
. — anal a, 






H-2214-1 follows 
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Mr. Chairman: Thank you again, Mr. Rasmussen, for 
ur help here today. Gentlemen, wie WA stand adjourned until 
10 otelock on Monday morning and I would ask you all, as many of you 
ble, to be prepared CO LG ali evenings next week. Mir. 
Shibley is preparing his list of witnesses so that he if he doesn't 
set through those he plans to get through that day, the idea is we 
will sit that night to do them. 


Mr, Renwick: Mr. Chairman, I won't be able to sit 





on Wednesday. 


Mr. Chairman: Wednesday nights -- well I realize 





that and some have not been here and Mr. Shibley has your note of 


“what day you will not be here and as long as we have a quorum I think 


we will continue to sit. Well, thank you ali. Have a good 
weekend. 


The committee adjourned at 5.11 o'clock, p.m. 
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Page Deserintion ) 
2190-2 Docket re Hydro — September 6, 1972 

~ by J. F. McCallum. 
2200~1 Letter - July 5, 1973 - from 

Tambiyn Mitchell and Partners Ltd. 

Hanscomb Roy Associates. 
2203-2 Letter - June li, 1973 - from 

Pilkington Consract Division, 

Piikington Glass Ltd. to Canada 

Square Corporation Ltd. re 

Ontario Hydro barrel vaults. 
BRAox Proposal by Hanscombd Roy Associates 
2211-3 re Ontario Hydro head sffice building. 
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